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MUTUAL SECURITY ACT OF 1959 


MONDAY, MARCH 16, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreicn AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to call, at 10:35 a.m., in room 362, Old 
House Office Building, Hon. Thomas E. Morgan (chairman) 
presiding. 

Chairman Morean. The committee will come to order. This is the 
opening hearing on the authorization for the mutual security program 
for the fiscal ‘ee 1960. 


Without objection, the draft bill will appear in the record at this 
point. 


(The draft bill is as follows :) 


A BILL To amend further the Mutual Security Act of 1954, as amended, and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Mutual 
Security Act of 1959”. 


CHAPTER I—MILITARY ASSISTANCE 
MILITARY ASSISTANCE 


Sec. 101. Section 103(a) of the Mutual Security Act of 1954, as amended, 
which relates to military assistance, is amended by striking out “1959” and 
“$1,605,000,000” and substituting “1960” and “$1,600,000,000”, respectively. 


CHAPTER II—EconoMIc ASSISTANCE 


DEFENSE SUPPORT 


Sec. 201. Section 181(b) of the Mutual Security Act of 1954, as amended, 
which relates to defense support, is amended by striking out “1959” and 
“$810,000,000”" and substituting “1960” and ‘“$835,000,000”, respectively. 


DEVELOPMENT LOAN FUND 


Sec. 202. Title II of chapter II of the Mutual Security Act of 1954, as 
amended, which relates to the Development Loan Fund, is amended as follows: 

(a) In section 203, which relates to capitalization, strike out “(a)”; and 
insert before the period at the end of the second sentence “, and for advances 
to the Fund beginning in the fiscal year 1960, not to exceed $700,000,000”. 

(b) In section 204(b), which relaties to fiscal provisions, strike out (a)” in 
the second sentence. 

(c) Amend section 205, which relates to management, powers, and authori- 
ties, as follows: 

(1) In subsection (b), strike out “three” in the second sentence and substitute 
“four”. 

(2) In subsection (c), strike out the last sentence. 
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TECHNICAL COOPERATION 


Sec. 208. Title III of chapter II of the Mutual Security Act of 1954, as 
amended, which relates to technical cooperation, is amended as follows: 

(a) In section 304, which relates to authorization, strike out “$150,000,000” 
and “1959” and substitute “179,500,000” and “1960”, respectively. 

(b) Amend section 306, which relates to multilateral technical cooperation 
and related programs, as follows: 

(1) In subsection (a), which relates to contributions to the United Nations 
Expanded Program of Technical Assistance and related fund, strike out 
“$20,000,000” and “1959” and substitute “$30,000,000” and “1960”, respectively. 

(2) In subsection (b), which relates to eontributions to the technical coop- 
eration program of the Organization of American States, strike out “1959” and 
substitute “1960”. 

(c) In section 308, which relates to the International Development Advisory 
Board, insert “or officers” after “officers” in the first sentence and strike out 
“to administer this title” in that sentence. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Sec. 204. Title IV of chapter II of the Mutual Security Act of 1954, as amended, 
which relates to special assistance and other programs, is amended as follows: 

(a) In section 400(a), which relates to special assistance, strike out “1959” 
and “$202,500,000” and substitute “1960” and “$271,800,000”, respectively. 

(b) Insert after section 400 the following new section: 

“Sec. 401. UnriTrEp NATIONS EMERGENCY Force.—The Congress of the United 
States, recognizing the important contribution of the United Nations Emergency 
Force to international peace and security, declares it to be the policy of the 
United States and the purpose of this section to support the United Nations 
Emergency Force. The President is hereby authorized to use during the fiscal 
year 1960 funds made available pursuant to section 400(a) of this Act for con- 
i ial on a voluntary basis to the budget of the United Nations Emergency 

orce.” 

(c) In section 402, which relates to earmarking of funds, strike out “1959” 
in the first sentence and substitute “1960”. 

(d) In section 403, which relates to responsibilities in Germany, strike out 
“1959” and “$8,200,000” in the first sentence and substitute “1960” and 
“$7,500,000”, respectively. 

(e) Amend section 405, which relates to migrants, refugees, and escapees, 
as follows: 

(1) In subsection (c), strike out “1959” and “$1,200,000” and substitute 
“1960” and “$1,100,000”, respectively. 

(2) In subsection (d), strike out “1959” and “$8,600,000” and substitute 
“1960” and “$5,200,000”, respectively. 

(f) In section 406, which relates to children’s welfare, strike out “11,000,000” 
and “1959” and substitute “$12,000,000” and “1960”, respectively. 

(gz) In section 407, which relates to Palestine refugees in the Near Bast, 
strike out “1959” in the first sentence and substitute “1960”. 

(h) In section 408(c), which relates to the North Atlantic Treaty Organiza- 
tion, strike out “four” and substitute “five”’. 

(i) In section 409(c), which relates to ocean freight charges, strike out 
“1959” and “$2,100,000” and substitute “1960” and “$2,300,000”, respectively. 

(j) Section 410, which relates to Control Act expenses, is repealed. 

rt Amend section 411, which relates to administrative and other expenses, 
as follows: 

(1) In subsection (b), strike out “1959” and “$33,000,000” and substitute 
“1960” and “$39,500,000”, respectively. 

(2) In subsection (c), strike out “, not to exceed $7,000,000 in any fiscal 
year,” ; and insert before the period “, and for expenses of carrying out the ob- 
jectives of the Mutual Defense Assistance Control Act of 1951 (22 U.S.C. 1611): 
Provided, That, in addition, funds made available for carrying out chapter I of 
this Act shall be available for carrying out the objectives of the Mutual Defense 
Assistance Control Act of 1951 in such amounts as the President may direct”. 

(1) Amend section 413(b) (4), which relates to encouragement of free enter- 
prise and private participation, as follows: 

(1) In subparagraph (B) (ii), insert before the semicolon “, revolution, 
insurrection, or civil strife arising in connection with war, revolution, or insur- 
rection”. 








ge 3_ 


rel 
str 
‘ 18 


s-8-4 


QD 3 Ff 








is 


y’ 


nn 


1s 
it 


d 








MUTUAL SECURITY ACT, 1959 3 


i A In subparagraph (F), strike out “$500,000,000” and substitute “$1,000,- 


(m) In section 419(a), which relates to atoms for peace, strike out “1959” 
and “$5,500,000” in the second sentence and substitute “1960” and “$6,500,000”, 
respectively. 

CHAPTER III—CoNnTINGENCY FUND 


Sec. 301. Section 451(b) of the Mutual Security Act of 1954, as amended, which 
relates to the President’s special authority and contingency fund, is amended by 
striking out “1959” and “$155,000,000” in the first sentence and substituting 
“1960” and “$200,000,000”, respectively. 


CHAPTER IV—GENERAL AND ADMINISTRATIVE PROVISIONS 


Sec. 401. Chapter IV of the Mutual Security Act of 1954, as amended, which 
relates to general and administrative provisions, is amended as follows: 

(a) In section 505(b), which relates to loan assistance and sales, strike out 
the third sentence and substitute the following: “United States dollars received 
in repayment of principal and payment of interest on any loan made under 
this section shall be deposited into miscellaneous receipts of the Treasury. 
Foreign currencies received in repayment of principal and payments of interest 
on any such loan may be sold by the Secretary of the Treasury to United States 
Government agencies for payment of their obligations abroad and the United 
States dollars received as reimbursement shall also be deposited into miscel- 
laneous receipts of the Treasury. Foreign currencies so received which are in 
excess of the requirements of the United States in the payment of its obligations 
abroad, as such requirements may be determined from time to time by the 
President, shall be credited to the Development Loan Fund, and, notwithstanding 
section 1415 of the Supplemental Appropriation Act, 1953, or any other provision 
of law relating to the use of foreign currencies or other receipts accruing to the 
United States, shall be available for use for purposes of title II of chapter II 
of this Act.” 

(b) In section 516, which relates to prohibition against debt retirement, insert 
before the period “: Provided further, That in the event the President determines 
that use of a specified amount of counterpart in any particular country for 
purposes other than that prohibited by this section would adversely affect 
economic and financial stabilization of that country, such counterpart may be 
used without regard to the restrictions of this section”. 

(ec) In section 527(b), which relates to employment of personnel, strike ovt 
“sixty” and “thirty-five” in the first sentence and substitute “seventy-five” and 
“fifty”, respectively. 

(d) Amend section 537, which relates to provisions on uses of funds, as 
follows: 

(1) In paragraph (5) of subsection (a), strike out $3,300” and substitute 
“$3,800”. 

(2) In subsection (c), strike out “$26,000,000” and substitute “$27,750,000”. 

(e) In section 543(d), which relates to saving provisons, strike out the words 
between “repealed” and “shall” in the first sentence and substitute “subsequent 
to the time such funds are appropriated”; insert “or subsequent Acts” after 
1957” both times it appears in the second sentence; and strike out the last 
sentence. 

(f) Section 549, which relates to special provisions on availability of funds, is 
repealed. 


CHAPTER V—INTERNATIONAL COOPERATION IN HEALTH; CoLOMBO PLAN COUNCIL 
FOR TECHNICAL COOPERATION 


INTERNATIONAL COOPERATION IN HEALTH 


Sec. 501. The Congress of the United States recognizes that large areas of the 
world are being ravaged by diseases and other health deficiencies which are 
causing widespread suffering, debility, and death, and are seriously deterring the 
efforts of peoples in such areas to develop their resources and productive capac- 
ities and to improve their living conditions. The Congress also recognizes that 
international efforts are needed to assist such peoples in bringing diseases and 
other health deficiences under control, in preventing their spread or reappear- 
ance, and ifi eliminating their basic causes. Accordingly, the Congress affirms 
that it is the policy of the United States to accelerate its efforts to encourage and 
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support international cooperation in programs directed toward the conquest of 
diseases and other health deficiencies. 
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COLOMBO PLAN COUNCIL FOR TECHNICAL COOPERATION 


Sec. 502. To enable the United States to maintain membership in the Colombo 
Plan Council for Technical Cooperation, there is hereby authorized to be appro- 
priated from time to time to the Department of State such sums as may be 
necessary for the payment by the United States of its share of the expenses of 
the Colombo Plan Council for Technical Cooperation. 

Chairman Morean. The police have asked me to make a short 
announcement. 

The spectators sitting back in the seats where there are no ash trays 
will not be permitted to smoke. Evidently this is a new carpet and 
they say if there are any holes burned in it they are going to hold the 
chairman of the committee responsible. So there will be no smoking 
back where there are no ash trays. 

Our witness this morning is a very distinguished gentleman, a 
former member of this committee and now the Acting Secretary of 
State. I know that each and every member of this committee wel- 
comes you, Mr. Herter. You have a prepared statement and we are 
glad to have you present it. 


STATEMENT OF HON. CHRISTIAN A. HERTER, ACTING SECRETARY 
OF STATE 


Acting Secretary Herter. Thank you, Mr. Chairman and members 
of the committee, Secretary Dulles has asked me to convey to you his 
regret that he cannot be with you to open these hearings on the mutual 
security program. As you know, he believes most deeply that this 
program is of vital importance to the American people and that it is 
an indispensable support to the conduct of our foreign policy. I am 
sure you are aware that the proposals now before you were prepared 
under Secretary Dulles’ direction earlier in the year. 

I think you know my own feeling about this program. I have 
followed it with the greatest interest since before the inauguration 
of the Marshall plan. I look back with a great deal of satisfaction 
to the opportunity I had to work with many members of this 
committee and others still in the House on the development and 
enactment of that program. I also recall with appreciation my asso- 
ciation with this committee in the development of the military as- 
sistance program and in the development and enactment of the point 
4—technical cooperation program. 

One of my first responsibilities on returning to Washington in 1957 
was to help work out plans for the Development Loan Fund—that im- 
portant advance in the mutual security program acted upon by your 
committee 2 years ago. 

I mention these programs because they still constitute major cate- 
pote of the mutual security program. I mention them further 

ause I recall so clearly how in enacting these measures the Con- 
gress believed it was providing the executive branch with tools neces- 
sary to the cateeniiel- conduct of our foreign relations. Yet at the 


same time many of us felt concern, which I shared, as to how well 
the programs would work. I feel that I can report to you from 
my personal experience of the 2 years I have now spent in the Depart- 
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ment of State that I have found that our hopes for the effectiveness 
of these programs have been realized to an unusual degree. 


I, OUR MUTUAL SECURITY PROGRAM-—-ESSENTIAL TO SURVIVAL AS A FREE 
NATION 


The essence of my experience and of my belief is that the military, 
economic, and technical programs of our mutual security system— 
developed over the last 10 years—are vita] instruments of our security. 
If we do not persist in their vigorous and continued application, our 
foreign policy will become ineffective. 

In the face of the great challenges which confront our and indeed 
the entire free world today—the mutual security program now before 
you is fundamental to the peace of the world, our own future welfare 
and progress, and in the years ahead the survival of our American 
Nation and our American way of life as we now know it. 


II, THE CHALLENGE WE FACE 


These great challenges with which we are faced are three in number. 

Most immediate is the threat of Communist imperialism. The 
world’s second most powerful nation, the Soviet Union, together with 
the most populous, Communist China, have the clearly announced 
intention of imposing their way of life over the rest of the world. 
The Sino-Soviet leaders have pursued their course with energy and 
skill. They dominate a third of the world’s peoples—populations 
expanding at a startling rate. They have at their disposal great 
resources, strong military forces, highly developed scientific and 
technical capacities as well as long-range plans of economic penetra- 
tion. 

Beginning in 1954 the Sino-Soviet bloc began the intensive use 
of economic and military assistance programs to gain greater in- 
fluence in the less developed countries, particularly in the vast areas 
of Asia and Africa. This program has been accelerated during the 
past year. 

We have no excuse for any doubt as to the purpose or seriousness 
of this drive. Mr. Khrushchev, in his speech to the 2lst Party 
Congress only 6 weeks ago, stated it quite plainly for us: 

Economics is the main field in which the peaceful competition of socialism 
and capitalism is taking place, and we are interested in winning this competi- 
tion in a historically brief period of time. * * * with the support of leading 
socialist countries some countries which lagged behind in the past could switch 
over to a socialist regime, and after a certain phase of development to com- 
munism, bypassing the capitalist phase of development. 

The second challenge stems from the march toward independence 
and economic viability of colonial peoples. The consequence of this 
revolution of rising expectations has been that, since World War IT 
more than a quarter of the world’s population has been struggling 
to make new-found freedoms a permanent way of life. These les 
earnestly desire, and as earnestly need, technical skills, new institu- 
tions and development capital to create order and progress in their 
newly established nations. Their parents and grandparents were 
resigned to poverty and disease. But the new generation, although 
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still surrounded by poverty and disease, is determined—at almost any 
cost—to change these conditions. 

These people value national freedom and the idea of democracy. 
But for many the need and desire for improvement in their stand- 
ards of living is so compulsive that they will choose to advance under 
duress and Tactile if they believe that to be the only way. 
Communist. propaganda repeatedly insinuates the theme that com- 
munism is their only hope. 

The Communists have recognized this great current of change and 
are doing their utmost to’ channel it into a world force which will 
facilitate the spread of international communism and eventually 
be controlled by it. If we consider the fact that the population of 
the world is expected nearly to double in the next generation, we will 
= ga what is at stake—not so much for ourselves or the Sino- 

oviet world—as for the people in the lands between us whose 
decisions will increasingly affect the peace in which we live and the 
freedoms we enjoy. 

The third challenge lies in the interdependence of the free nations 
of the world. Rapid advances in transportation and communications 
have brought the most distant parts of the world together. We are 
closer to New Delhi.in time than we were to San Francisco only a 
generation ago. The tremendous demand of our military power and 
our peaceful industry for raw materials is creating an increasing need 
for supplies from outside our own Nation. Even more acutely, the 
enormous populations and the military forces maintained by the 
Communist bloc are increasingly creating the need for reliance of 
the free world nations upon each other for common defense. 
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Ill. THE OBJECTIVES OF OUR FOREIGN POLICY 


I have said that the mutual security program supports our efforts 
to achieve the objectives of our foreign policy in the face of these 
challenges. What are these objectives of our foreign policy? 

First, we are trying to establish a stable political world order, a 
necessary prerequisite to which is a durable peace. 

Second, we are encouraging the economic growth of free nations, 
for both practical and humanitarian reasons. 

Our third objective, beyond the limits of national survival and 
progress, is to gain ever-widening acceptance of the idea of the free- 
dom and dignity of the human individual. 


IV. THE MUTUAL SECURITY PROGRAM IN SUPPORT OF OUR FOREIGN POLICY 
GOALS 


These, then, are the three main themes of challenge and the three 
main themes of our foreign policy. If we consider the principal 
categories of the mutual security program we will see in them the 
mechanisms essential to attain our policy objectives in the face of the 
challenges confronting us. 

Military considerations come to mind first because of their imme- 
diacy. In the face of the Soviet threat it has been only common 
sense to develop a worldwide system of alliances with 42 nations in 
order to make our defenses all the more powerful because they are 
collective. 
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The effectiveness of this system would not be possible without the 
military assistance, defense support and the special assistance pro- 
vided under the mutual security program. Secretary McElroy and 
other witnesses will deal at greater length with the military implica- 
tions of mutual security. 

Through the help of the mutual security program, our friends in 
the free world support ground forces totalling more than 5 million 
men stationed at points where the danger of local aggression is great- 
est. These nations man an air force of about 30,000 aircraft of which 
nearly 14,000 are jets. They have also made available to our use some 
250 bases in strategic locations, bases which are indispensable to the 
full effectiveness of our deterrent powers. These allies also have con- 
tributed some $141 billion for their defense effort—to which we have 
added a total of some $22 billion for arms, equipment, advanced 
weapons and training. 

In addition to the great power build-up in the territories of our 
western European allies, we are aiding 12 other nations, both by mili- 
tary assistance and defense support, to create and maintain forces 
whose existence support our foreign policy objectives. These na- 
tions, together, provide 3 million armed forces—of the 5 million I 
have just mentioned. 

The magnitude of these figures illustrates the larger principle 
which we must not lose sight of—that in working together the free 
nations bring to each other a defensive capacity we would never be 
able to afford if we tried to doit alone. Just as our partners rely on 
us for the strength we contribute to the common defense, so are we 
reliant on them for the vital contribution they make. 

Much time and effort has gone into the process of welding together 
this military shield with the idea that, under the increased safety 
which it affords, we may grapple with some of the other realities of 
our time. 

In less dramatic, but equally compelling terms, the mutual security 
program is mounting an increasing effort to help the less developed 
nations stabilize and develop their economies. This need should be 
clear when we consider that 21 nations in Asia and Africa have won. ’ 
their independence since World War II. With 750 million people 
in these countries who need food, clothes, housing and jobs, it is un- 
derstandable that we should help them consolidate an economic base | 
upon which to build their political and social institutions unmolested. | 

The principal instrument of the mutual security program to support 
this second major goal of our foreign policy is the Development 
Loan Fund. 

In the short period—a little over a year—in which the Fund has 
been in operation, it has realized the hopes which were held for-it as a 
new means of forwarding our foreign policy. Already nations striv- 
ing to build a foundation for economic growth are turning to it for 
capital. Some $2.9 billion in applications for help on projects of 
basic economic importance have been taken under consideration by 
the Fund. We believe the Fund is so important that great effort 
has been expended getting it underway rapidly. For al! practical pur- 
poses, it has already exhausted its present capital. 

I should like to emphasize to you as strongly as I can, that the full 
new capital the President has requested is the barest mininiwm to 
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enable this sound and unique institution to continue as an essential 
support of our policy of achieving economic development in less 
developed areas. 

Economic growth and indeed progress toward full realization of 
political independence calls for technical skills in greater abundance 
than now available in many of the less developed areas. We provide 
these skills through the point 4—technical cooperation program first 
written by this committee 10 years ago. This fundamental program 
to help others advance by sharing our technical “know-how” has 
worked with increasing effectiveness in the basic fields of agricul- 
ture, health and education as well as in labor, industry and social 
welfare. The increase in the request for fiscal year 1960 is to meet 
new and increasing needs in Africa, Asia and Latin America. 

The program among our neighbors to the south is increased by 
one-fourth. This increase in technical cooperation is a corollary to 
the proposed Inter-American Bank now being planned. 

I have already referred to special assistance as a major support 
of this common defense of the whole free world. It has another 
function as well. It includes those funds for health and educational 
programs of immense importance to wide areas of the world. Primary 
among these is the malaria control program which reaches directly 
in the homes and lives of over half the human race. In addition, 
we are developing a program to assist in establishing pure water 
supplies which may also reach directly to great numbers of the or- 
dinary citizens of the nations we seek to help. Special assistance 
also includes increased support for certain of our American spon- 
sored schools abroad which have become centers of education for 
young people who have become leaders of their own nations. Our 

elp to these schools will provide invaluable educational facilities 
for new generations of future leaders. 

I would like to invite your particular attention to the contingency 
fund. It would be difficult to overstate its importance. Hard ex- 
perience has shown us that in the constantly changing world situation 
with which we are dealing, emergencies will often arise for which a 
contingency fund, unprogramed and available, will be indispensable. 


V. THE CAUSE OF ALL MANKIND © 


These many elements of mutual security—whether military, eco- 
nomic, technical or social—are interrelated and mutually support 
each other. They are coordinated according to long-term needs in 
widely separate areas and to sudden demands on one spot of the map. 
But these programs, however diverse, have unity in that they focus 
on the essential problems of the world in relation to the guiding prin- 
ciples of our foreign policy. Our aim, while recognizing what is 
most immediate—the news that catches the headlines—is not to lose 
, sight to what is equally real, the slower development of liberty and the 
_ techniques of democracy in other lands. 

’ I do not believe that our cause today is any less great than when 
Benjamin Franklin described it at the birth of our nation as “The 
Cause of All Mankind.” 

The mutual security effort has deep ideological roots in our history. 

We believe that the ideas of 1776 can be mone increasingly attractive 
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and applicable to the rest of the world. Our effort also stems from 
the basic urge of self-preservation translated into 20th century terms. 

Self-preservation these days is not a waiting game. It demands 
imagination and initiative. This is why our response to the challenge 
of the 1960’s is not so much a reaction to the dangers of international 
communism as it is an affirmative, flexible, and spontaneous demon- 
stration of our ability to learn and lead in a world of multiplying 
problems. 

The mutual security program must be carefully scrutinized and in- 
telligently sduninistased: But the fact of its existence reflects a larger 
appreciation: That the need to help other "set op: a long term, 
sound financial basis—would exist because of the other great revolu- 
tionary changes at work in the world, even if the threat of com- 
munism and the Sino-Soviet bloc did not exist. Revolutionary com- 
munism highlights the perils of our time, but it does not lessen the 
plight of many of our neighbors in the world. 

I think this is a healthy concept of national security. Security 
must be mutual or it does not exist. We have had the good fortune 
to survive our own Revolution and to have had almost 209 years to 
reap its benefits. With the boundaries of so many other parts of the 
world still changing—or, as in Africa, still forming—we must develop 
a sensitive capacity to deal with revolutionary thrusts which will be 
with us long after, as we may hope, the thrust of international com- 
munism will have lost its drive. 

The mutual security funds asked by the President total $3.9 billion. 
This works out, as it affects the taxpayers you represent, at about 5 
percent of our national budget and less than 1 percent of the national 
production of our country for the coming year. In my considered 
opinion, these mutual security funds will contribute as much to the 
achievement of the great objectives of our national life as comparable 
expenditures for any other activity of our Government. 

Our allies, as well as friends in less developed nations, look to us 
for leadership and for reassurance that their trust in us is justified. 
If I were asked to summarize what this program does for us, I would 
say that: Militarily it supplies the shield; politically it promotes 
freedom and stability; economically it improves conditions of life; 
peychologically it displays our determination to continue a role of 

eadership in the fight for free world objectives. For small nations, 
some of them half a world away bordering on the Communist power 
complex, this tangible proof of our concern for their independence and 
welfare is of vital consequence. Above all, the mutual security pro- 
gram identifies America with the aims and aspirations of nations 
seeking freedom, equality, and better conditions of life. 

Chairman Morean. Thank you, Mr. Secretary, for a very strong 
statement in support of the program. 

Mr. Secretary, you know as a former member of this committee 
we operate under the 5-minute rule. Each member has 5 minutes 
for questioning and we have a new, fancy clock here donated by a 
member of the committee, Mrs. Bolton, that we are trying out for 
the first time this morning. We are going to try to hold each member 
to his exact time. 

Mr. Secretary, are you familiar with the Citizens Foreign Aid 
he ao toy that put out this report on “Foreign Aid and You,” issued 

ay 
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Acting Secretary Herrer. Is that the committee whose report was 
referred to in the press this morning ? 

Chairman Morgan. Yes. 

Acting Secretary Herrer. No; I am not familiar with it. I read 
about it for the first time this morning. 

Chairman Morean. Did you note that they recommended a cut of 
$2 billion of the President’s $3.9 billion program ? 

Acting Secretary Herrer. I did. 

Chairman Morcan. That they also recommended the program end 
within 3 years. 

Acting Secretary Herter. So I understand. 

Chairman Morean. And that the $1.9 billion they recommend 
should practically be channeled through the Export-Import Bank. 

Acting Secretary Herrer. Yes. 

Chairman Morgan. Do you think recommendations of this kind 
would certainly be disastrous to the program and to the free world? 

Acting Secretary Herrer. Mr. Chairman, you have used the ve 
adjective I would have used and that is the word “disastrous.” I thin 
the whole tenor of my testimony here shows how strongly I feel about 
this and what a really terrible thing it would be if we served notice on 
the world that we were going to pull out of this field. 

Chairman Morgan. Mr. Secretary, you feel strongly, then, that 
the $3.9 billion figure recommended by the President 1s what we ac- 
tually need and that we couldn’t possibly go anything below this $3.9 
billion figure ? 

Acting Secretary Herter. I do, Mr. Chairman. I think you will 
be getting testimony in the next few days that will bear out the de- 
tails as to the necessity of that figure. 

Personally I am convinced that if we cut below that figure, we are 
likely to serve notice on the world that we are weakening in our de- 
eT rN to carry out one of the vital essentials of our foreign 

olicy. 
2 Cihniaibsi Morcan. Thank you, Mr. Secretary. 

Mr. Chiperfield. 

Mr. Cutrerrrevp. Thank you, Mr. Chairman. 

Governor, it is nice to have you before our committee. It seems like 
old times. 

We have gone over this program now for 8 years. I think every- 
body is familiar with it, in general. For that reason I won’t ask you 
any questions at this time. 

Thank you, very much. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Secretary, on page 6 of your statement you 
state: 

These allies have also contributed some $141 billion for their defense effort 
to which we have added a total of $22 billion for arms, equipment, advanced 
weapons, and training. 

For what length of time does that cover? 

Acting Secretary Herter. This covers a period of about 10 years. 

Mr. CarnaHan, A period of 10 years? 

Acting Secretary Herter. Yes. 

Mr. Carnauan. Then we are contributing a small percentage of 
what is being spent on the armed forces of our allies? 
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Acting Secretary Herter. That is correct. 

Mr. Carnauan. You have also stated that the nations who have 
recently attained national independence, number, I believe, 750 
million people. How does that re compare with the number of 
people who have been taken over by the Communists during the 
same period ? 

Acting Secretary Herter. I would say it is slightly less than, if you 
include Communist China and all the satellites. i would say that 
figure would be in the neighborhood of 800 million. 

Mr. Carnawan. 800 million as compared with 750 million ? 

Acting Secretary Herrer. Yes. 

= aceon va Then the score is not too badly against the free 
wor. 

Acting Secretary Herter. No, sir. At the present time two-thirds 
of the world is free or uncommitted. Only one-third is under Com- 
munist domination. 

Mr. Carnauan. Is there a sizeable number of human beings that 
are moving rather rapidly toward the attainment of independence 
at this time? 

Acting Secretary Herter. Yes, sir. We expect that in 1960 there 
will be five new nations. 

Mr. CarNnaHAN. Five new ones, with approximately how many 
people? 

Acting Secretary Herrer. The largest one is Nigeria which is 
roughly 35 million. The smallest one, I would say, is Cyprus with 
about one-half million. The total of the 5 is about 4214 million. 

Mr. Carnanan. You mentioned the proposed Inter-American 
Bank. Would you care to elaborate just briefly on what is proposed 
for the Inter-American Bank that is now being planned ? 

Acting Secretary Herrer. The Inter-American Bank has been un- 
der discussion now for some months and it is hoped that at a meetin 
in Argentina in April it can take a more concrete shape. It woul 
be a Bank to which all the nations of Latin America would subscribe, 
which would operate in many ways like the World Bank, but would 
confine its operations to the Southern Hemisphere of the Latin Amer- 
ican countries. 

I would prefer not to go into the details, sir; because I think Mr. 
Dillon, who will be testifying tomorrow, can probably give you 
greater details although they are still in tentative shape until agree- 
ment is reached in the Argentine. 

Mr. CarnaHAn. You say that the President is requesting $3.9 bil- 
lion for the next year. How does that compare with the appropria- 
tions for the current year ? 

Acting Secretary RTER. It is about $600 million more than the 
appropriation last year but under the request of last year. 

r. CaRNAHAN. In what categories do we find most of the in- 
crease? Is it in particular categories or is it pretty well spread ? 

Acting Secretary Herrer. In military assistance last year the Con- 
gress voted $1,515 million; $1.6 billion is being asked for this year in 
comparison to $1.8 billion asked last year. In defense support, $750 
million was appropriated last year. We are asking for $835 million, 
which is the same as asked for last year. 

In technical cooperation, the Congress appropriated just what was 
asked for, $172 million. We are asking for $211 million this year. 
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As I indicated in my testimony, the increase is because of the in- 
creased demands in Asia, Africa, the Middle East, and Latin America. 

In special assistance, $200 million was appropriated last year. We 
are asking for $272 million this year. 

In the contingency fund, $155 million was appropriated last year. 
We are asking for $200 million this year. 

In all the other programs together, including contributions to in- 
ternational organizations, the Congress appropriated $106 million 
last year. We are asking for $112 million this year. 

On the Development Loan Fund the Congress appropriated $400 
million last year. We are asking for $700 million this year. 

In addition to the $400 million appropriated last year for the De- 
velopment Loan Fund we are, as you know, asking for a deficiency 
appropriation of $225 million. This is now before the Deficiency 
Committee of the Appropriations Committee. 

Mr. Carnanan. That is funds that have already been authorized 
in last year’s legislation ? 

Acting Secretary Herrer. They were authorized in last year’s legis- 
lation. 

Chairman Morgan. The gentleman’s time has expired. 

Mrs. Bolton. 

Mrs. Bourton. Thank you, Mr. Chairman. 

I want to thank you for the clarity of your statement. Mr. Car- 
nahan has already emphasized a point which we have not emphasized 
enough: The large amounts that the other nations have used of their 
own funds in this whole program in the defense of the free world. 
The fact that $141 billion has been spent on their defense effort, as 
against $22 billion of ours, does this not put it in better perspective? 
I hope that some additional] publicity may be given to that phase of 
the whole picture. You also state very simply, as is your way, the 
tremendous battle we are in. You remind us that it is the determi- 
nation of Russia and China to take over the world, and that our part 
is to see to it that they don’t. It is a bitter fight and it is a fight for 
the survival of everything we hold dear. 

I think I have seldom known it to be expressed more simply than 
you have done. Thank you so much, Mr. Paciatnine 

At the moment I have no questions. 

Acting Secretary Herter. Might I perhaps just add a footnote to 
what Mrs. Bolton has said? The ability of other nations to con- 
tribute that very large amount that I cited is in large measure due 
to the Marshall plan, the success of which made it possible for the 
European nations to make a great recovery, and they are in large 
measure responsible for that very large contribution. 

Mrs. Botton. Indeed; you are so right, and it is very important 
that that, too, should be emphasized at this time. 

Chairman Moraan. Mr. Zablocki. 

Mr. Zastock1. Thank you, Mr. Chairman. 

Mr. Secretary, it is good to see you. 

Since Mr. Walter Harnischfeger, the chairman of the Citizens For- 
eign Aid Committee, is a constituent of mine, I feel it is my obligation 
to pursue the criticism of our aid program as outlined in the first 
report of that committee. 
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Mr. Secretary, in your statement you point out that the free world 
faces three great challenges—a challenge from communism, the march 
toward independence and the economic viability of colonial peoples, 
and the interdependence of the free nations of the world. 

Isn’t it wishful thinking on the part of Mr. Harnischfeger that 
these threats will not be in evidence 3 years from today ? 

Acting Secretary Hurrer. I would believe so. 

Mr. Zasxocxki. It would appear then that the free world will have 
to face the challenges for the foreseeable future. 

Acting Secretary Herter. If the whole world could move ahead 
fast enough so we could give up this program in 3 years nobody would 
be happier than we would be, but I don’t think it is at all realistic to 
look at it that way. 

Mr. Zastocxi. Mr. Secretary, the proposal to cut one-half the 
amount requested you said would be disastrous to the program and 
would ruin the program, and I tend to agree with you. Wouldn’t 
the Citizens Foreign Aid Committee be more realistic if they would 
advocate a discontinuation of the program entirely, period ? 

Acting Secretary Herrer. That would, if possible, be an even 
greater disaster. 

Mr. Zastockt. Mr. Secretary, of course, you are aware of the interim 
report of the Subcommittee for Review of the Mutual Security Pro- 
grams. The interim report cites that there are shortcomings. Now 
there are critics of the mutual security program who regard all reports 
of deficiencies such as those encountered by the subcommittee as con- 
firming their convictions, that the whole effort is futile and that all 
such expenditures are wasted. Do you agree that the critics are on 
solid ground in advocating the discontinuation of the program just 
because there are shortcomings ? 

Acting Secretary Herter. I do not, Congressman. I think it is in- 
evitable in a program of this magnitude, in so many countries, with 
varying degrees of sophistication from an economic and a technical 
point of view, that there should have been some setbacks in the effi- 
ciency and the efficacy of parts of the oe But when you take 
the program as a whole—and I think I can venture this statement— 
had it not been for this program, we would today be seeing large sec- 
tions of the world in Communist hands as of this moment. 

Sometimes programs do not show startling progress—but with a 
deteriorating situation in many cases we have done well to hold firm. 
In other cases—and I could cite Southeast Asia, now—we are begin- 
ning to see real advances after having held tight. 

r. ZABLOCKI. Despite that statement, Mr. Secretary, and in view 
of the interim report, would you please clarify the last sentence of 
the first paragraph on page 2 of your statement where you state: 

I have found that our hopes for the effectiveness of these programs have been 
realized to an unusual degree. 

Do you feel our programs were as effective as they could have been ? 

Acting geen RTER. No program is ever as effective as it 
could have been. ‘Taken by and large in dealing with some 60 nations, 
where obviously your preene propia, and planning problem will 
vary somewhat in skill and effectiveness, my considered judgment is 


that this program has been extraordinarily effective. 
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Mr. Zasiocki. I have one other question, Mr. Chairman. 

On page 10 of your prepared text, Mr. Secretary, you state: 

“The mutual security program must be carefully scrutinized and intelligently 
administered. But the fact of its existence reflects a larger appreciation: that 
the need to help other people on a long-term, sound financial basis would exist 
because of the other great revolutionary changes at work in the world, even if 
the threat of communism and the Sino-Soviet bloc did not exist.” 

How do you reconcile this apparently new policy with the increase 
for Latin American countries indicated on page 8 of your statement? 
The program will be increased by one-fourth. But is it because of 
Communist activity or because of a new policy? There are critics of 
the program, from the point of view that the United States has neg- 
lected our neighbors to the south. Are they not correct in saying that 
aid to the Latin American countries is too little and too late? 

Acting Secretary Herrer. It is very hard to tell on that. We feel 
that there is ferment in South America as there is in other areas of 
the world. There is the same desire on the part of people who are 
living on low standards to show very real improvement. 

We should bear in mind, though, that there are other sources of 
capital to help Latin America. As you know, the Export-Import 
He has done the major part of its lending in the South American 

eld. 

In fact, I have the figures right here on their operations in Latin 
America. 

Over the period of its activity, the Export-Import Bank has loaned 
to Latin America $3.7 billion. This exceeds the total cumulative 
credits authorized to Europe of $3.6 billion. 

In this last year, roughly 50 percent of all the loans made by the 
Export-Import Bank were made to Latin America. However, as you 
know, Export-Import Bank loans are hard dollar loans, They are 
provided to help the export from this country of American machinery 
and goods of one type or another. 

The Latin American world has hope for somewhat easier types of 
lending because of their shortages of foreign exchange and some of 
the difficulties that they have run into with the lowering of coffee 

rices and similar economic factors. That is the reason that this new 

ank is under contemplation at the present time: for handling entirely 
Latin American problems. 

In addition to the Export-Import Bank and the proposed Latin 
American Bank, we have had increasing requests for technical assist- 
ance and the proposed technical assistance program for fiscal year 
1960 is increased one-quarter over the present year. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, if I may indulge in sectionalism for a moment, I 
would like to say that we are very proud that a New Englander has 
attained the degree of prominence that you have attained and we are 
very proud of the splendid record which you are making. 

This statement you have given here this morning is excellent and I 
join my colleague, Mrs. Bolton, in saying that it is a fine summary, it 
is well stated, and is most convincing. 
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On page 2 of your statement, you have referred to the mutual securi- 
ty program by saying that over the last 10 years, there have been 
developed vital instruments to our security. Do you feel that the 
instruments we have developed through the mutual security program 
are as important to our security as any money that we have spent, 
let us say, for the Army, the Navy, the Air Force or in any other area ? 

Acting Secretary Herter. Yes, I would ~ so. 

As you know, of course, a very considerable portion of the mutual 
security funds are military funds that have a direct military bearing 
on our overall security. 

The economic money that has been spent has helped to secure the 
freedom of many nations without which today we would be in a very 
difficult position. 

If we were to become more and more isolated through many of these 
nations moving into the Communist orbit, we would inevitably have 
to spend a great deal more money than all the money that is contem- 
plated in this program. 

Mr. Merrow. Now, then, I think we should keep in mind constantly 
that the money which has been spent in this area is small, compared 
with the money spent in other areas. But since it is just as necessary 
. oes, then there shouldn’t be so much controversy over it, should 
there? 
nen Secretary Herter. Well, I think you know my views on 
that. 

Mr. Merrow. And don’t you think if we should attempt to make a 
record for economy by cutting the foreign-aid program, that that 
would be about as shortsighted a policy as we could follow ? 

Acting Secretary Herter. To me it would be very shortsighted. 

Mr. Merrow. On page 6 I note that you have summarized very well 
what we have obtained through our military assistance and you have 
stated that we have a defensive capacity which we would never be able 
to afford if we tried to do it alone. 

Now, assuming that we were to try to do this alone, then we would 
have to have great additional expenditures, would we not ? 

Acting Secretary Herrer. It would be tremendous. I think that 
the military witnesses that you will be hearing will supply figures as 
to what it would cost us if we had to contribute the same amount of 
Saat strength in terms of American boys stationed around the 
world. 

Mr. Merrow. If we were to follow a policy of doing it all ourselves 
then it would not be too much to say that it would increase the tax 
burden, would it? 

Acting Secretary Herrer. I think that is quite correct. 

Mr. ow. And we might have to extend the draft. 

Acting Secretary Herter. It might require very many more Ameri- 
can boys in the American armed services. 

Mr. Merrow. And even if we didn’t increase the taxes, if we were 
: Loar og that type of a policy, we might have to increase the public 

ebt. 

Acting Secretary Herrer. I think you are correct. Unless there 
was an Increase 1n taxes, 

Mr. Merrow. Mr. Secretary, I have found—I have been talking 
about this program and I have talked considerably about it in my 
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own State—once the program is explained and understood I have 
found there is great pablic support for it. TG 

I think you have done a great deal to clarify the whole situation 
here this morning. I don’t think the American people are opposed to 
it once it is understood. 

Acting Secretary Herter. Neither do I. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Burleson. 

Mr. Burueson. Mr. Secretary, of course it is understood we must 
deal in generalities in this type of hearing. The specifics can be dis- 
cussed later in our consideration of this measure. 

My colleague, Mr. Zablocki, referred to that pet of your statement 
on page 9 that “our response to the challenge of 1960 would be similar 
regardless of the presence of international communism.” 

Heretofore, the whole theme of our operation and a great part of 
your statement except this portion, does revolve around the threat 
of international communism. 

Now, as I understand it, there are a lot of people in this world who 
don’t give a whit about international communism, but think that we 
are obsessed with the idea and only the idea that whatever we do is 
to oppose the expansion of international communism. 

Does this mean that we are getting away somewhat from this idea 
that we do these things only for that purpose ? 

Acting Secretary Herter. No, sir. It was an effort to indicate that 
we have two strong motives in this. In our own history we would 
never have made the progress that we did in the development of our 
western lands, the building of our railroads, if it hadn’t been for for- 
eign capital that gave us a helping hand. We have these emerging 
countries everywhere and I think with these emerging countries we 
would normally want to give them a helping hand if we could. 

But to bind the two things together, I think that is a normal and 
a natural instinct of ours to try to help them to make progress, to have 
a little higher standard of living. But the corollary to that which 
goes directly to international communism, is that if we don’t do it, 
the Communists are going todo it. They are already doing it. They 
are offering, as you know, in the economic field—and you will get 
further testimony on this—very considerable amounts in selected spots 
where they feel that by their economic aid they can make real political 
progress. And I think you would see that stepped up very materially 
if we felt no obligations at all. 

Mr. Burizson. Of course, I subscribe wholly to the three objectives 
you set out under subhead 3, on page 5. 

Certainly I think we all must agree to that, but I have had some 
feeling and many people have had feelings that we have allowed our- 
selves to get in a position to become victim of a form of blackmail 
from some nations who say that “unless you continue to dole out your 
dollars and your economic substance, we will go into orbit with the 
Communists.” 

It just seems to me that that argument is getting a little thin and 
it is encouraging to see that there is another emphasis in your state- 
ment. 

_ Now, Mr. Secretary, even with this, do you feel that by our assistance 
in whatever form it may be, including the Development Loan Fund, 
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that we are going to have a long-term good feeling on the part of 
many nations around the world as long as there is an obligation hang- 
ing over them to us? 

We know, as between individuals, that in instances it is better to 
ask a favor than to perform a favor and having been in public life, 
you may subscribe to that. 

You know there is the old story about “What have you done for me 
lately ?” coming from Vice President Barkley. 

Now how can we, with an obligation created from loans or grants 
or whatever it is, maintain the good feeling on the part of the 9 
as long as they feel that this obligation is imposed upon them by the 
United States? 

Acting Secretary Herrer. I think you raise a point of very real 
human value. 

On the other hand, we are oversensitive, I think, from the point of 
view of occasional demonstration of ill-feeling toward us. 

On the whole, we have pretty good relationships with nearly every 
nation with which we have contact. There is in some cases the rela- 
tionship of the banker to the client, which one worries about, but that 
is an inevitable hazard in a situation of his kind. And, in these 
cases, the skill with which we operate, the skill with which we avoid 
giving the feeling that we are being patronizing, that we are vera 
superior, but that instead we are really trying to be helpful as frien 
to friend—the degree of skill with which we do this can make a great 
deal of difference. 

Mr. Burieson. Would you agree our need is to be understood, and 
to understand other peoples? 

Acting Secretary Herter. That is correct. 

Mr. Burteson. Do I have time for one more question ? 

Chairman Morean. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Secretary, it is mighty good to have you here with us again. 
Some of us who entered Congress at the same time as you did, and 
have had a close personal relationship with you all these years, have 
the greatest confidence in you, along with those who have watched 
your work here in Congress, in Massachusetts, and in your present 

t. 
wT want to say for today’s record that no single person, at least in 
the legislative branch, did more at the outset to shape the foreign-aid 
program, as it is popularly called, than yourself. 

It is worth rebel iae that when the Marshall plan for Europe was 
first proposed in general terms, it was Congressman Herter who 
introduced a resolution to set up a bipartisan committee with members 
from the Foreign Affairs Committee of the House, the Foreign Rela- 
tions Committee of the Senate, the two Appropriations Committees, 
the Armed Services Committees, and other affected committees, to go 
to Europe and spend there a good many weeks of very hard effort 
analyzing the situation and making proposals as to how best to deal 
with it. 

Your committee’s report was a classic, and stands up today in its 
penetrating evaluations and sound recommendations. It was fol- 
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lowed to an extraordinary degree by the Congress in enacting the 
basic legislation. 

That was the kind of approach to problems which you have ex- 
hibited through the years and which a given us and the country 
such confidence in you. 

That needs to be in the record both to your credit and for the coun- 
try’s benefit in considering your words now. 

Frankly, I sometimes wonder whether you might not be able to do 
even more good as the active head of ICA and this whole mutual 
security program than in your present position working on the policy 
matters, vitally important as that is. 

A couple of weeks ago I talked to a man in ICA, one of the best men 
down there, who said, “What bothers us is that we are now working 
under our fourth boss in the last 5 or 6 years. How would you keep 
a big, private business going if you changed the president and the 
pap mepagunee that often? You can’t get continuity.” 

his brings me to the one point I would like to raise. There is 
opposition to this program, as has been pointed out this morning, on 
a basis of principle in some quarters of our country. They think it is 
wrong and unsound and they are against the rationale of it, although 
I don’t see how they still could be if they would read your statement 
carefully. 

But there is a more important opposition, not on the basis of the 
“why” of it, but on the “how it is administered.” Not because they 
think it is wrong in principle, but because they believe too much of it 
is not being administered efficiently. You have dealt with this criti- 
cism in part. 

My biggest concern in this whole program is not whether to expand 
it or to decrease it, but how to improve its operation. 

I know you work at that as much as you can along with your many 
other activities and responsibilities, but is it not possible to get some 
man at the head of ICA who already has such stature in our country 
that he will command a greater support, a greater confidence that 
this will be administered in the best possible way, because of the man’s 
public record of achievement as a good administrator, as well as a 
spokesman, philosophizer, top-level statesman ? 

I think this is the biggest need at the present time. Not more money 
and not better arguments, but better and better known personnel at 
the top. A greater continuity, a greater recognition that this is a 
long-term problem that requires a long-term program. First-rate 
—— must know that if they go into this, give themselves to it whole- 

eartedly, it won’t be just a flash in the pan. They must know that 
it is big enough, important enough, to command the best talent the 
country has, and that we will stay at it until we win. 

That uncertainty we find in ICA personnel and I have some concern 
about it myself—I would like to have you comment on, if you will. 

Acting Secretary Herrer. I would be very glad to comment on 


that. I think much of what you say is justified and I think that the 
principal difficulty that the ICA has encountered throughout is the 
question of recruiting adequate personnel and the fundamental diffi- 
culty there is that from year to year no one knows whether this pro- 
gram is going to continue. 
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Each year we go through the double stages of authorization and 
appropriation. Men cannot give up their businesses in life for the 
chance that they may be hires by the ICA for only a year or 2 years, 
move their families to some foreign post, and then find that the money 
is cut off or that the program is no longer authorized. There cannot 
be a career service on that basis. 

You cannot afford to train men, in advance, in languages and in 
some of the real elementals that are very important in connection with 
administering such a program. We are very acutely conscious of 
what you say and we are doing our very best from the point of view 
of our recruiting system to get the best that we can. 

Mr. Jupp. Are you not saying then that here is a place where the 
Congress also has to do something different than it has done hereto- 
fore? No matter how well you in State do your job, you can’t really 
succeed unless the Congress faces up to the fact that we have a long- 
term task, and we have to have a long-term program to meet it. 

Acting Secretary Herrer. If the Congress were willing to make it 
clear that this is not a year-by-year program, it would simplify that 
problem tremendously. 

Chairman Morean. The gentleman’s time has expired. 

Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, in basic law, section 403, our responsibilities in Ger- 
many are outlined. That includes assistance to West Germany and 
West Berlin. However, in the bill sent to us by the Department, 
there is a cutback in those figures. Can you justify that tome? Was 
it lack of intelligence on the present situation or what is the situation ¢ 

Acting Secretary Herrer. I am sorry, Mrs. Kelly. Of which par- 
ticular figures are you speaking ? 

Mrs. Ketry. In the bill, section 403, there is a cutback as for as 
assistance to Germany is concerned. 

Acting Secretary Herrer. Is that for West Berlin ? 

Mrs. Ketiy. That includes West Berlin and West Germany, ac- 
cording to the basic law. 

Acting Secretary Herrer. The basic law includes West Berlin and 
West Germany but the pro deals, in fact, with economic aid to 
West Berlin. The cutback is apparent rather than real since, in fact, 
only $7.5 million was programed for Berlin in fiscal year 1959. We 
do not plan a cutback in the program for fiscal year 1960. 

Mrs. Ketxiy. Shouldn’t stockpiling at the present moment be in- 
creased ¢ 

Acting Secretary Herrer. I understand the Germans are adding a 
small amount to the stockpile now. In any case we consider it pretty 
adequate. Perhaps, Mrs. Kelly, we could go into that a little bit 
more in executive session. 

Mrs. Ketiy. Are there any new policies incorporated in this bill? 

Acting Secretary Herrer. A few amendments to the bill itself. 
For example, one has to do with the use of repayments on certain 
types of loans. 

rs. Ketiy. We will take that up at a later time, Mr. Secretary. 
However, last year in this bill I incorporated an amendment to sec- 
tion 105 which is supposed to expedite the NATO fighter procurement 
program. Can you tell me if that was increased over the past year? 
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Acting Secretary Herrer. I would have to leave that answer to 
the military. 

Mrs. Keiiy. Mr. Chairman, I have no further questions at this 
time. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. Mr. Herter, we are oer Na glad to have you here 
this morning. Of course, we miss Foster Dulles and wish him — 
recovery. I want to say that we American people are grateful to 
have at the head of the State Department in these difficult times 
such experienced people and such dedicated service as you and Foster 
Dulles are giving at this time. 

The amount of this 1960 foreign-aid proposal is an increase from 
the current 1959 fiscal year of about $700 million. Is that increase 
necessary ¢ 

Acting Secretary Herter. We believe it is necessary. It is a de- 
crease from the amount that was asked last year. It is an increase 
over the amount granted last year. 

Mr. Fuuron. May I point out a few of the things that have been 
increased here and ask if there is any one that can be cut? 

Military aid, $1.5 last year; $1.6 billion. That is $85 million in- 
crease. Likewise, defense support, $85 million. In addition, Develop- 
ment Loan Fund is going up from $400 to $700 million. The technical 
assistance is going up $29 million. U.N. technical assistance of $10 
million, and the special assistance up $71 million. For example, the 
Atoms for Peace is going up $1 million. The contingency fund of the 
President is going up from $155 million to $200 million. It is up 
$45 million. Are all those increases necessary ¢ 

Acting Secretary Herter. To my mind they are. 

Mr. Furton. Within this proposed amount, $3,900 million that is 
asked, $700 million is pay-back money on loan, so there is really only 
$3,200 million that we see that is money that will be put in without a 
payback provision. Is that not right? 

Rating Secretary Herter. Taking out the Development Loan Fund 
money ¢ 

Mr. Futon. Yes. 

Acting Secretary Herter. That is correct. 

Mr. Fuuron. And the Development Loan Fund under the leader- 
ship v3 Dempster McIntosh has been working very satisfactorily, has 
it not 

Acting Secretary Herter. Extremely. 

Mr. Furton. In fact the Development Loan Fund had $2,800 mil- 
lion in requests and they have now committed about $686 million on 
mes so that there is only $14 million left uncommitted, is that not 
right ? 

Acting Secretary Herter. Yes, and very much overspoken for. 

Mr. Futron. That means that only one of these programs in seven 
that have been proposed under the Development Loan Fund for the 
good of these recipient countries has even been able to get some action 
rom the Development Loan Fund. 

Acting Secretary Herter. Yes. 

Mr. Furtron. May I say I like very well what Director Sam Waugh 
is doing in managing the Export-Import Bank. Thus the people on 
that Citizens Committee from Wisconsin on $700 million of this criti- 
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cism are simply saying it should be moved from the Dempster Mc- 
Intosh, the U.S. Development Loan Fund, over to Sam Waugh in the 
U.S. Export-Import Bank, so part of their criticism is merely one of 
organization as between two U.S. agencies. 

In the special assistance provisions for 1960, that would include 
West Berlin and likewise it would include the new countries in Africa 
— Indonesia. It would also include even Haiti and it would include 
Bolivia. 

We shouldn’t cut that special assistance fund when we have these 
problems that are most serious in that area, especially in West Berlin, 
should we ? 

Acting Secretary Herter. That is quite correct, and North Africa 
particularly. 

Mr. Futon. In foreign policy we must have the power, either 
used or the ability to use it, to have it coequal with our foreign policy 
commitments. 

I would like a firm statement from you, if you will, that the State 
Department is standing firm on Berlin and that we in the United 
States have the power and capability to back up those commitments 
right now. 

Acting Secretary Herter. In general terms I think that is a correct 
statement. 

Mr. Fuxtron. But in specific terms you expect to stand as firm as 
Foster Dulles has been standing so far under the President’s leader- 
ship, is that not right? 

Rtg Secretary Herter. That is correct. 

Mr. Futon. And there is no plan that you know of, nor any weak- 
ening of that position at this particular time, nor any series of meetings 
where you intend to weaken the position ¢ 

Acting Secretary Herter. I know of none. 

Mr. Futon. Thank you. 

Chairman Morean. Mr. Hays. 

Mr. Hays. Mr. Secretary, I carefully went over the transcript of 
the President’s press conference the other day and arrived at the 
same conclusion that the majority of the press did, although I must 
say it is a little difficult to arrive at any conclusions sometimes. 

He said, if I understood him correctly, that we couldn’t fight or 
wouldn’t fight a ground war in Europe. And yet one of the justifica- 
tions you give for this program is that militarily it provides a shield. 

Now, if we are not going to fight a ground war in Europe, where 
does the shield come in ? 

Acting Secretary Herrer. I think, if I may, I would like to leave 
that question to Secretary McElroy and General Twining. I believe 
you will get a much more expert answer to that from the military 
themselves. 

I wouldn’t want to go into all our miltary dispositions, Mr. Chair- 
man, I think at the present time. 

Mr. Hays. That is all right, but I would just like to point out 
to you I have been a supporter of this program and a supporter of 
NATO for 10 years on the basis of the testimony of expert generals— 
presumably at least expert generals—starting with a general by the 
name of Eisenhower. Then Gruenther; then Norstéc that NATO 
alliance in Europe was a shield, and I bought that and I believed in 
it and I supported it and I fought for it. 
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Now, if it isn’t a shield, then what is it and if it isn’t a shield why 
are we spending money on it and if we aren’t going to fight a ground 
war in Europe, then obviously the only other question is, it boils 
down to the point that we are going to fight a nuclear war with inter- 
continental ballistic missiles. Before I support the program further, 
I will have to have clarified either here or in executive session what 
our policy is. I might say to you that from the broad general policy 
outlined, the American people who are going to pay the bill for this 
and pay the $40 billion bill oe our Military Establishment are just as 
confused as I am and have just as much right as I do to have this 
situation clarified. 

That is all, Mr. Chairman. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Secretary, I welcome you here, as do my colleagues, although 
I might say, honest confession being good for the soul, that I belong, 
to some degree in the “loyal opposition” to this program. This 1s 
not at all because I differ with you on the ideals or the goals, but 
because I personally, in my humble way, am not satisfied with its 
current effectiveness. Also, although I have read your statement with 

t interest, I confess to a certain amount of disappointment that 
it involves no general restatement after all of the reinvestigations 
that have been made over a period of years: no general change in 
psychological approach or method. 

I would like, if I may, Mr. Secretary, to draw a distinction between 
the Marshall plan and its effectiveness, and the progress of the pro- 
gram since the time that we took the Marshall plan and extended it 
almost bodily to sections of the world that had no similarity or famil- 
iarity with the law, economics and philosophy of our own economic 
and governmental systems. It was such familiarity and similarity 
that proved to be an essential cause of the success of the Marshall plan. 

Moreover, I am concerned that there has not been, following the 
amount of restudy that has been made, more acknowledgement of the 
fact that there has been not only a basic weakness in administration, 
but seemingly a growing lack of favorable psychological reaction 
among the recipient countries. 

I noted with interest your statement that you thought we were too 
much impressed by the difficulties that occurred. I have always been 
imp with the fact that where there is even a local abscess, there 
is a systemic reason for such abscess, I would almost suggest that a 
mY in be added to your staff to ascertain why, after all that we 

ave done, we have not been able to reach down to the minds and hearts 
of the peoples behind the governments, and gain their understanding 
of our only aim—to maintain peace and human freedom. 

And, I am wondering if any attempt is going to be made, in alloca- 
tion of funds or in development of new programs, to place more em- 
phasis on going beyond the governments, whom we keep in power by 
granting this money, in order that the effect of what we believe in and 
what we are trying to do will reach home to the people. 

I don’t think that this criticism is unjust. I have seen this program 
in operation in many, many countries and I would reemphasize again 
that in goal and intent I do not differ with you at all. I just think 
that we have not gone far enough in analysis of the weaknesses of the 
program, or in our efforts to correct those weaknesses. 
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May I add one more brief statement. I cannot quite buy the fact 
that the frequent changes in the administrative strata come because of 
the seeming impermanence of the program. This program goes on 
like the proverbial brook. Though there may be threats to cut, I have 
never found any indication of an anticipated end to it. We have had 
aid and we have had “trade not aid”; and we have had “trade and aid”; 
and we have had “loans not grants”; and now we are having “loans, 
grants, and aid.” I don’t see any indication that this program is 
going to end. And I cannot see how it could be argued that a man 
would not take the leadership, merely because he felt that the program 
would not be continued. 

I wonder, Mr. Secretary, if you could go back to the point of why 
it is, when all is said and done, that we have not yet reached further 
home to the peoples of the world, with this great doctrine of what it 
means to be free. 

Acting Secretary Herrer. Mrs. Church, may I make just one cor- 
rection from the point of view of your interpretation of my statement, 
on not taking criticism too seriously. 

That did not refer to criticism regarding the operation of our 
program. I was talking about criticism from foreign peoples who 
seem to be ungrateful to us for what we have done for them. We 
have taken all criticism of the administration of the program in the 
utmost seriousness. 

It is in a continuing state of being examined and reexamined, both 
from a personnel point of view and from a structural point 0° view. 
As you know in the last years it has come under the State Department 
from the point of view of its direction very much more closely than 
it had at any other time because of the legislation that you passed. 

Under Secretary Dillon and I spent a great deal of time with it. 

We have now Mr. Riddleberger who is a career man, who is taking 
he and we have great faith in his administrative skills and his out- 

ook. 

We are just as keen to see improvements in administration and in 
the operation of these programs as anybody could be. 

Mrs. Cuurcu. I am certainly sure that is true, Mr. Secretary, and 
I hope all the effort will succeed in helping us do more than stand in 
the same place on a treadmill. It is not enough to stand on » tread- 
mill. We need an escalator in the world we are living in tod>v 

_Just one more brief question. A recent statement claimed that the 
pipeline had been “cannibalized.” Therefore, I was surprised to.find 
this morning, in checking the figures, that at the end of fiscal 1958 
the pipeline had $5,256.1 million and that this year the estimated pipe- 
line residue will be $4,685 million. If my arithmetic is correct, that 
would seem a reduction in the pipeline of only $570 million this year, 
certainly not as big a reduction as I feared had taken place, from the 
statement made. 

Acting Secretary Herrer. That reduction in the pipeline has been 
going on each year and I think when you come to the specific figures, 
the military can show you the dangerously low point the pipeline 
has now reached. 

There was some excess in the pipeline in years gone by, as I think 
this committee has recognized: so in appropriating for military assist- 
ance it was assumed that pipeline would be drawn down to the bare 
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minimum and I think you will be receiving testimony very shortly 
that it isexactly at the minimum now. 

Chairman Morcan. The gentlewoman’s time has expired. 

Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, each year members of this committee, including my- 
self, have questioned whether the practice of including military aid 
in the same legislation as that providing economic aid should be 
continued. 

Each year we are told that there is merit in our arguments against 
including both types of aid in the same legislation, but that it is too 
late to consider such an approach after the bill is before the Foreign 
Affairs Committee. 

For that reason, we included in the report on the Mutual Security 
Act of 1958 a special section dealing with the separation of the mili- 
tary and economic assistance and in it we made the following 
recommendation : 

The committee recommends that the Executive initiate a new study of the 
question of bringing in separate bills for military aid to foreign nations and 
for economic assistance. 

Also, the committee changed the titles of the headings of the 1958 
act in order to separate more clearly the provisions dealing with mili- 
tary assistance from those dealing with economic assistance. 

I would like to ask, Mr. Secretary, if any study has been made dur- 
ing the past 12 months by the executive branch in connection with this 
particular problem and, if so, what were the results of it? 

Acting Secretary Herrer. Yes, sir; that study is underway at the 
resent time. I say it is still underway for this reason, that a very 
istinguished committee was appointed by the President to take a 

look at the whole military assistance position from the point of view 
of whether or not we are or were doing too much, too little, or the 
right amount. 

at is the Draper Committee. That Committee, I think, had in 
mind this same matter. We are expecting its report very shortly, 
within the next day or two. We have not yet seen it. 

It is an interim report that they are making so that it will be avail- 
able to you. As I understand it, they felt they couldn’t make a com- 
plete report until June or July but this is an interim report which I 
think is being submitted to the President very soon, and will be made 
available to you. 

That report may have a very definite bearing on this subject. You 
will remember that 2 years ago the executive branch strongly urged 
this separation and the Congress rejected it. Again last year the 
Congress itself made some effort to separate the two and those efforts 
came to naught. 

I can assure you that we did not object at the time that that effort 
at separation _was being made in the Foreign Relations and the For- 
eign Affairs Committees. I hope we will have something very specific 
to recommend to you soon. 

Mr. SELDEN. you think you will have something specific to 
recommend as far as this bill is concerned ? 

Acting Secretary Herrer. It might be. 

As I further recall, the year the executive branch proposed to sepa- 
rate them the chairman of the Appropriations Committee, Subcom- 
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mittee on Military Affairs, indicated that they had quite enough to do 
without taking on military assistance. Whether or not that same 
situation would prevail now, of course, is a matter entirely for the 
internal determination of the Congress. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Adair. 

Mr. Aparr. Thank you, Mr. Chairman. 

Mr. Secretary, with further reference to this Draper Committee 
report, I was not able to understand what you said to Mr. Selden. 
When is that report expected ¢ 

Acting Secretary Herrer. We are expecting it in the next few days. 
It may be even sooner than that. I am not quite certain of the date. 

Mr. Apair. Since so much importance seems to be attached to this 
report by the executive, and I think also by the legislative branch, 
in your opinion is it wise for us to go ahead with consideration of this 
mutual security program when that report might conceivably recom- 
mend many basic changes ? 

Acting Secretary Herter. Mr. Congressman, I am almost certain 
that that report will be available to you long before the hearings have 
been completed. 

Mr. Apatr. My point is if it is going to suggest some of these fun- 
damental changes along the line that Mr. Selden has suggested—— 

Chairman Morean. Will the gentleman yield ? 

Mr. Aparr. Yes. 

Chairman Morgan. We intend to have General Draper before the 
committee during the course of the hearings. 

Mr. Aparr. I am glad to hear that. 

The point I am pursuing here is, are we perhaps not going over 
ground that need not be done, if we would wait and receive this Com- 
mittee report before we proceeded in this matter ? 

Acting Secretary Herrer. I think that that may be possible. I 
think particularly on this question of military assistance, I don’t 
know how soon you plan to come to the detail on that in your hearings 
but I assume the Draper report will be available to you at that time. 

Chairman Morgan. Mr. Secretary, we will operate primarily in 
open session until the start of the Easter recess and, of course, we will 
go into executive session after we come back from the recess. The 
executive witnesses will start with detailed testimony when we return. 

Mr. Aparr. Mr. Secretary, do you see an end to this program at 
any time in the immediately foreseeable future ¢ 

Acting Secretary Herter. The “immediately foreseeable future” 
could be stretched a long way. With the immediate future, with the 
world situation what it is today, I do not see an end to this program, 
unless there is a radical change in the picture. 

Mr. Aparr. Then we can regard this as a permanent or semiperma- 
nent part of our national policy ? 

Acting Secretary Herrer. I think until some of the very definite 
threats that are posed in the world today have subsided and we can 
operate on a more normal relationship with the world, then this 
program would have to continue. 

Mr. Apatr. One of the things that is bothering many students of 
this program is the fact, of course, that it does operate principally 
on a government-to-government area. Obviously it can’t operate 
person-to-person although it is felt in a good many cases it should. 
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Is an effort being made to follow the use of these funds, particularly 
economic but also military, beyond the foreign government who re- 
ceives them down to see what ultimate use is made of them? 

Acting Secretary Herrer. I think very definitely. 

Mr. Aparr. Will information upon that be made available to us, 
later ? 

Acting Secretary Herter. I think certainly and in detail, following 
through with the use of these funds. I am not sure whether you are 
calling for testimony on individual projects, or what particular 
testimony you are calling for, but I am sure all the detail on that will 
be given to you. 

Mr. Aparr. A final question, Mr. Chairman. In that same connec- 
tion, you referred a few moments ago to the fact that our own West 
was developed largely by foreign capital, or to a substantial extent by 
foreign capital. 

Would you tell us, Mr. Secretary, whether that was foreign govern- 
mental capital or whether it was capital that came from private 
investors ? 

Acting Secretary Herrer. Almost entirely private. 

Mr. Aparr. Thank you. 

Chairman Morean. Mr. Pilcher. 

Mr. Prwcuer. Thank you, Mr. Chairman. 

Mr. Secretary, following up what Mr. Hays said—and I agree with 
him—aren’t we forced in lots of these small countries to spend more 
on a military program than their economy can stand? 

Acting Secretary Herter. We are, sir, and that is the reason for the 
item of defense support appearing in here. 

Mr. Prwcuerr. Do you think we have more true loyal friends today 
than we had 10 years ago? 

Acting Secretary Herter. I do. 

Mr. Prvcuer. Well, don’t you believe that the economic war that 
the Soviets are fighting with us now is just about as important as the 
military? This cold war, this economic cold war, is just about as 
dangerous as the military cold war? 

Acting Secretary Herter. It could very easily be the controlling 
factor in the attempted takeover of the world by the Soviet. 

Mr. Pitcuer. Well, now, the Soviets call us imperial capitalists. 
Who is better qualified to help fight this battle than the American 
businessman, or the American capitalist? Are we giving him a chance 
in these underdeveloped countries to help in some of these ICA 
programs where we have made so many mistakes, like the fertilizer 
plant in Korea, and a half million dollar sawmill] that hasn’t been 
uncrated yet, and million-dollar pumps, and hundreds of other 
things—if we were to invite American businessmen into some of these 
countries with maybe some tax incentive or some guarantee against 
revolution—after all, the little people are the ones we’ve got to help, 
and jobs mean helping the little people. 

Aren’t they in a better position to do it than some of the boys down 
in ICA where they change them every 12 months? 

Acting Secretary Herter. In many cases they are. However, there 
is no way in which we can force private capital to go anywhere, as 
you know. 

Mr. Pitcner. Private capital will go if we could give them the 
tools to go with. 
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Acting Secretary Herrer. May I say that you will receive testi- 
mony on the extent to which the guarantees against expropriation 
and convertibility of funds, revolution and so on which are given 
by ICA to private capital, have jumped up tremendously in the last 
year, indicating a much larger interest on the part of private capital 
going into many of these countries. 

Mr. Pitcuer. Well, they are still not satisfied. I have any num- 
ber writing me and I have talked with them, people interested in 
going into these places. But haven’t been asked too much. Now you, 
go to some of the undeveloped countries—we can say Latin America— 
and wherever you find American business enterprise, wherever you 
find factories run by American business down there you see the 
standard of living improved over other sections. I believe that the 
American businessman is better qualified as an “imperial capitalist” 
as he is called, to help fight this economic war than lots of our dip- 
lomats. 

Just like you wouldn’t allow a diplomat to run a factory and you 
wouldn’t hire a businessman to be a diplomat because I don’t think 
he has had the experience. I think it takes experience in every line. 

I think we have wasted lots of money and it is a point where we 
are getting lots of criticism. 

In the United States today we have 4 or 5 million unemployed 
people. Our farm debt is increasing at the rate of a billion dollars 
a year. There is more bankruptcy in small businesses now than since 
1932. 

That is all, Mr. Chairman. 

Chairman Morean. Mr. Curtis. 

Mr, Curtis. No questions, Mr. Chairman. 

Chairman Morean. Mr, O’Hara. 

Mr, O’Hara. Mr. Secretary, I was in Egypt a little over a year 
ago and put my neck out and said a future Secretary of State—and I 
predicted he would be a great Secretary of State—would be the gen- 
tleman now on the witness stand. 

Mr, Secretary, is the overall world picture brighter or darker in 
March 1959 than it was in March 1958 ? 

Acting Secretary Herter. The overall picture? 

Mr. O'Hara. The overall world picture. 

Acting Secretary Herrer. I would say it is brighter. 

I would say that despite the present difficulties over Berlin, where 
no one can predict just how they would be resolved, from the point 
of view of the world as a whole, our relationships with the Far East, 
with Latin America, even with the Middle East, are better than they 
were a year ago. 

Mr. O'Hara. And despite the fact that there seems to be all over 
the world, the reports we get in the newspapers and reports brought 
to us by travelers, there is a growing anti-American feeling among 
the peoples of the various countries of the world that we are helacaee 

Acting Secretary Herter, There again, sir, that is a very hard thing 
to evaluate. As I was saying a few minutes ago, we are very sensi- 
tive to any criticism that comes from people outside, on what we call 
anti-American feeling. I don’t think it is as profound a thing as 
many people try to make it out. 

Mr. O’Hara. Mr. Secretary, I attach importance to relatively little 
things. When someone connected with our State Department was 
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reported in Time magazine as saying facetiously that the country of 
Bolivia should be divided and given to its neighbors there was natu- 
rally an outburst of resentment. It was a most indiscreet statement 
if it was made and a pretty costly bit of connie. 3 I want to know if 
an investigation has been made to determine whether the statement 
was made and if it was made, who made it. 

Acting Secretary Herter. That is underway. 

Mr. O’Hara. Are you acquainted with the name of the man who 
made that statement ? : 

Acting Secretary Herrer. At a staff meeting this morning we asked 
if anyone had heard the name before of the man reported in the press 
as having said it and I don’t think anyone had. We are following up 
the allegations to find out if that is correct, that he is the man who 
made the statement. 

Mr. O’Hara. You will agree with me, Mr. Secretary, that if some- 
one in the United States attached to a foreign embassy made such a 
statement about the United States there would be a violent feeling 
among the American people. You will agree with me on that? 

Acting Secretary Herrer. Yes. 

Mr. O’Hara. And the only way to meet this, if someone made that 
statement and he is attached to our State Department he should be 
identified and immediately kicked out. Do you agree with me in that? 

Acting Secretary Herrer. I do, if on investigation the circum- 
stances warrant it. 

Mr. O’Hara. Thank you, Mr. Secretary. 

Chairman Morean. Mr. Fascell. 

Mr. Fasceti. Thank you, Mr. Chairman. 

Mr. Secretary, I would concur to start with in saying that we as 
Americans are much too sensitive about the criticisms of other peoples. 
I think it is about time that we grew up a little bit and took it and 
rolled with the punches, so to speak. 

I would like to discuss for a moment this question of trying to 
“buy friends” with moneys of the mutual security program. I think 
this idea incorrectly characterizes what we are trying to do. I would 
hope indirectly as a result of the program that we would increase our 
friendships around the world. But nevertheless, would you agree 
with me, Mir. Secretary, that if we enter into a military alliance that 
one of the fundamental assumptions would be that there is some basis 
of mutuality, or friendship, if you want to call it friendship ? 

Acting Secretary Herter. I would certainly assume that. 

Mr. Fascett. And whether there was any “friendship,” if it be- 
came a matter of national survival as such, as our best brains see it, 
we would still have to engage in a program of military assistance, 
would we not? 

Acting Secretary Herrer. That is quite correct. 

Mr. pas. ven if in the process some people hated us, would 
we not! 

Acting Secretary Herrer. Yes; although—— 

Mr. Fascetx. As long as the Communist threat exists, militarily. 

Acting Secretary Herter. Although one always has to discount 
+e help from someone who hates you. 

Mr. Fascety. Well, sir, you might just as well add, because some- 


body will do it for us, “You might have to discount military assist- 
ance from someone who likes us.” 
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But nevertheless this is a calculated military risk, is it not? 

Acting Secretary Herrer. That is correct, and I am not aware of 
any country in which we are carrying on military assistance where 
we are hated or anything like hated. 

Mr. Fascett. Let’s talk about another problem. We hope that the 
world situation gets to be such someday that we cannot only scale 
down military assistance but we can scale down our own national de- 
fense budget, but that is a problem that is not before us right now. 

We are interested as a country in the economic uplifting of the 
great mass of the people of the world and we are doing our best at 
It. 

Wouldn’t you agree with me that this is a very slow process? 

Acting Secretary Herrer. It is inevitably a slow process. 

Mr. Fascetu. Isn’t it true that we are in these economic ee 
where we are desired, that it is at the other country’s request 

Acting Secretary Herter. It certainly is. 

Mr. Fascet. We are not forcing our economic assistance upon 
anyone. 

Acting Secretary Herrer. That is not true anywhere in the world. 

Mr. Fascexu. Isn’t it because of the communistic economic offensive 
at the present time that we have to engage in this economic offensive 
on our part as a matter of national survival, as well as the humane 
effort we are trying to make in helping other peoples of the world? 

Acting Secretary Herrer. Yes, Mtr. Congressman. That is what I 
was trying to bring out as well as I could in my opening statement. 

Mr. Fascetx. Isn’t it unfortunate that if we are doing this, that we 
would be misunderstood by some people in this country and by peo- 
ples in countries whom we are trying to help and therefore give rise 
to the unjust criticism that we can’t buy friends? 

Acting Secretary Herter. I think that is correct. 

Mr. Fasceu. Isn’t it true that we have to engage in the other 
aspects of our programs of mutual security, because of the world 
conditions primarily brought about by a Communist desire to domi- 
nate all of the people in the world including the Americans? 

Acting Secretary Herter. That is true. 

Mr. Fasceu. Isn’t it true, Mr. Secretary, therefore, that an unjust 
burden has been placed upon the mutual security program. en 
you break it down into its military assistance factors, its economic 
factors, an unjust burden is being put on this program, not only by 
the people in this country but by some people in other parts of the 
world, who expects this program, by the mere expenditure of dollars, 
to bring understanding, peace, tolerance, and friendship from and to 
nog the great masses of the peoples of the world wherever they may 

Acting Secretary Herter. Yes. This can be only one element but a 
very important element in our foreign policy and in the implementa- 
tion of our foreign policy. 

Mr. Fasceiy. Therefore, Mr. Secretary, it is important to keep 
everything in perspective and I think you put the issue there squarely, 
when you said that the mutual security program is only one element 
in a total policy which becomes very necessary in world conditions 
today in order to achieve peace and understanding, which are our 
major objectives, 
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Acting Secretary Herter. That is right. 

Chairman Moraan. The gentleman’s time has expired. 

Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Secretary, at page 7 of your statement at the bottom of the 
page you make a particular point of saying that the $700 million 
requested by the President for the Development Loan Fund is the 
barest minimum. You don’t make that statement about any other 
part of the Mutual Security Act. Is there any significance to your 
choice of words? 

Acting Secretary Herrer. I think there is this significance, that 
our amen on that item being cut is such that we worry very 
seriously about its being cut. Not that we don’t worry about the 
other items, but in proportion to the total it has been cut by the Con- 
gress much more severely than any of the other items. 

Mr. Corrin. Last year you asked for $2.635 billion for military 
assistance and defense support and you got $2,265 billion. You asked 
$625 million for the loan fund and it was cut to $400 million. 

Acting Secretary Herter. Last year we asked for $1.8 billion mili- 
tary asistance and it was cut to $1.5 billion. 

Mr. Corrin. I meant defense support and military assistance. 

Acting Secretary Herter. Oh, the two together. 

Mr. Corrin. Are you perfectly happy with your request for $700 
million for the Development Loan Fund ? 

Acting Secretary Herrer. We have held it to the minimum figure 
that we felt we could effectively deal with the mass of applications 
that we have for worthwhile projects around the world. 

Mr. Corrin. Would you say any cut in that $700 million figure 
would be more serious than a cut in the military assistance figure ? 
. Acting Secretary Herrer. I don’t like to play one against the other. 
A cut in the $700 million for the Development Loan Fund would 
certainly be a very serious thing. As you know, we have asked for 
a supplementary appropriation of $225 million over that $400 mil- 
lion that was given us and it is now pending before the Appropria- 
tions Committee. 

Mr. Corrin. Now, you said a real need for this program would 
be a multiyear appropriation or authorization and appropriation so 
that our technical people, and also our friends abroad, in the field 
would know that they had a going concern. Why was it that the 
administration did not ask for that this year ? 

Acting Secretary Herter. Because the particular study you asked 
us to make from last year is not yet completed. We are waiting for 
the data from the Draper Committee to complete it. | 

Mr. Corrrn. Well, you have made so many studies over the past 
and the Senate has made so many studies and they all come out with 
a multiyear recommendation. We know that the Appropriations Com- 
mittee, of the House particularly, is a big roadblock, but I am won- 
dering if it is wise to take it lying down and just accede to their wishes 
pending another study. 

I. don’t expect you to answer this, but I am wondering if this is 
the kind of courageous leadership that we need if we are going to 
get the program that is going to be necessary in the years ahead. - 

Now, I would like to point out, Mr. Secretary: You are before a 
committee that is pretty friendly to this program as far as the 
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majority is concerned, so you haven’t had a fair test but I think it 
is only fair to say that this year we are in a good bit of trouble. I 
think conditions abroad are fully as serious as they have ever been, 
if not more so. The trouble we face here is explaining the program 
in terms that are not hackneyed. 

Now, some of these arguments in your statement were fine 2 years 
ago oreven 1 yearago. They no longer are enough. 

It is not enough to say that our allies have spent $141 billion on 
their defense and we added $22 billion, because the House now knows 
that in Pakistan, for example, some of the billions spent by Pakistan 
on its own defense aren’t terribly useful for us—in fact, it is a source 
of trouble, and it isn’t any help to our Members in the House who 
are getting more sophisticated, to say that the $700 million in the 
Development Loan Fund is payback money, as the gentleman from 
Pennsylvania said. Some of it is. But the justification is not that 
it is all going to be paid back in dollars. The justification is the very 
urgent need. 

So I think that we face a very hard and difficult fight in the House. 
This is not the place for specifics but I think there is a greater need 
for specific case studies and for justifying requests on the basis of the 
real and honest reason. The enemies of the program know full well 
about the facts in particular cases, I think the program is not only 
salable; I think it is a stark necessity and I think it is going to require 
a great deal more of the executive and of those who are rather friendly 
toward the program in order to avoid what you yourself have described 
as a disaster. 

Acting Secretary Herrer. I appreciate your comment, Mr. Con- 
gressman. 

Chairman Morean. The gentleman’s time has expired. 

Acting Secretary Herter. May I just finish answering the question. 

I think in the further presentation, the detailed presentations you 
will receive in the next few days will help a great deal in answering 
your questions. 

Chairman Morean. Mr. Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Secretary, a very large proportion of this amount requested 
will be spent in military assistance, defense support, and economic 
assistance of countries with whom we have military alliances. 

Acting Secretary Herter. That is correct. 

Mr. Sacnp. The public in the United States, most of the time, call 
this program foreign aid. 

ould you agree with me when I say that that is a misnomer, it is 
more mutual security than foreign aid ? 

Acting Secretary Herrer. Yes, indeed. It is what its proper name 
implies—for the mutual security of the free world—but also I think 
if you break down the items you will find that the technical coopera- 
tion, the special assistance, the contingency fund and the Develop- 
ment Loan Fund are not dependent on military alliances and they 
constitute a very considerable part of this whole program to help 
strengthen the friendly countries. 

Mr. Saunp. I have before me information indicating that a large 
portion goes for military assistance and defense support. 

Now, Mr. Secretary, it is my observation that the underdeveloped 
areas of the world, in Asia, in the Middle East, in Africa, and even 
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the Latin American countries, are going through a period of revolution 
where the people do desire to establish an era of human dignity. 

When we give this military assistance to the countries with whom 
we have military alliances, do we lay any emphasis on the requirement 
in those countries that they try to give to the people what you call here 
“acceptance of the idea of freedom and dignity of the human 
individual” ? i 

I say that most of the countries with whom we have military 
alliances and to whom we have given most of the oy aid, in the 
countries of Asia and the Middle East, are not zealously trying to 
practice democracy. i 

I observed, Mr. Secretary, when I was in Pakistan, that there is a 
feeling that the U.S. Government is interested only in stable govern- 
ments. They think that the United States does not care whether 
that government is a dictatorship or a democracy. 

I have fears in my mind that the stress on military aid, irrespective 
of the nature of those governments, may be losing friends for the 
United States in those countries instead of making Srila 

I believe, Mr. Secretary, that the problem before the people of the 
United States today, if we are going to combat the spread of inter- 
national communism, is to win the hearts and minds of the people in 
those areas where they are just now beginning and wanting to come 
into their own. 

I hope that under your leadership—let me say, Mr. Secretary, I 
have the profoundest respect for you personally, and I have great 
faith in your ability, judgment, and motives—that you do try to lay 
more stress on trying to win friends than to have military alliances 
which, in this modern age of atomic warfare, do not amount to so 
much. 

Thank you. 

That is all, Mr. Chairman. 

Chairman Moreaan. Mr. Diggs. 

Mr. Diees. Thank you, Mr. Chairman. 

Mr. Secretary, let me say that I share the concern of my colleague 
from Maine that the Congress has not been more responsive to the 
urgency you attach to the Development Loan Fund, and I wonder if 
you might give some explanation for this attitude, and I wonder addi- 
tionally whether you might give those who support this particular 
Fund on the committee and in the Congress some tools with which 
we can help sell this particular phase of the mutual security program. 

Acting Secretary Herrer. Congressman, tomorrow you will have as 
a witness here Under Secretary Douglas Dillon, who is a member of 
the Loan Fund, and I think he can give you very interesting details 
and very complete figures on that. If you would be willing to wait 
for an answer to that, I think you would get a more satisfactory 
answer from him. 

Mr. Dices. I certainly will. That is all. 

Chairman Moreaan. Mr. Beckworth. 

Mr. Beckworrn. Thank you, Mr. Chairman. 

Mr. Secretary, I certainly have enjoyed very much your testimony 
here this morning. I have watched you with great admiration a long 
time. I admire you for your consistency. You have not been one 
who has had to change or jump from one side to the other. 
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I was particularly interested in the statistics you gave with refer- 
ence to the 5 million men, the forces, I believe, in Europe that our 
friends have. I believe your statement was that through defense aid 
we have given they have been assisted in their efforts to have 5 million 
men armed, 

Assume we had not given the $22 billion defense aid, how many men 
do fe: think they might have armed now ? 

cting Secretary Herter. I couldn’t tell you, but I suspect in Korea, 
for instance, that southern Korea would no longer be an independent 
country. 

Mr. Beckwortn. Along the same line, you wouldn’t have any idea 
about the jet planes—I believe it is said our allies have some 30,000 
airplanes, a portion of which are jets. You wouldn’t have any idea 
ne many airplanes they would have had we not given them defense 
aid ? 

Acting Secretary Herter. I couldn’t tell you that because I think 
mcf of those figures have been worked out in concert, for instance, 
in NATO, from the point of view of the pooling of strength in the 
different forces. 

Mr. Becxwortu. Your $22 billion defense aid is a very clear figure 
and we get confused because there are so many figures. As I under- 
stand we have given that in the past 10 years. How much other aid 
besides that have we given? Do you have a round figure for the 
same 10 years? I refer to all kinds of aid with reference to strength- 
ening our friends in other sections of the world. 

Acting Secretary Herter. I haven’t that figure before me but I 
would be glad to compile it and have it put in the record at this point. 

(The information requested is as follows :) 

In the past 10 years (1949-58) the United States has furnished a total of 
$48.5 billion in net grants and net credits, which represents net deliveries of 
goods and services as well as cash payments. A distribution by major category 


is given below: 
Jan. 1, 1949, to Dec. 31, 1958 





In billions 
Mutual security military assistance grants_._.__..-__-----------------~-- $22.1 
Mutual security economic assistance grants__..___.__-_-_---------_------ 20.8 
Grants of civilian supplies (primarily in liberated and occupied areas). 2.3 
Bxport-Import: BANK 10ANS.< 2. os cbse in nsec enc eee ti cncin dene 3.8 
Te i ae a ae 2:2 
IE ST ne os lg scemecgieieissegin eeprom ceeseccoe pe iprameaonigepriamgniac 1.9 
Collections of principal—during 10-year period (includes collections on 
leans ede th welor DeMOded isis. nn nk i inn kc —4,6 
A ess oc ites a ees spe gsi tect IN a a a 48. 5 


The above does not include those foreign currencies which the United States 
owns but will later grant or loan to the foreign countries. 

Mr. Beckwortu. You made the statement that had we not carried 
on the mutual security program, there are territories in the world 
that aren’t in Communist hands that would be. Could you name any 
of those for us at this particular point or would that be out of line? 

Acting Secretary Herrer. I think if you go around the map of the 
world on the periphery of Communist Russia and Communist China, 
you will find several of them. 

Mr. Becxwortn. This question may be out of line, but assuming 
that the State Department has been right under both administrations 
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and assuming that Congress has been correct in appropriating these 
vast sums of money; to what do you attribute the quite successful 
amon to make this program unpopular through imports of this coun- 
try ! 
Acting Secretary Herrer. I would say, as you know, being a Mem- 
ber of the Congress, there are a great many people who do not look at 
activities abroad as being in any way essential to our own survival, 
or our own well being. To them, domestic problems are of infinitel 
ater importance and in many cases, of course, they loom muc 
arger in the lives of the average individual. That individual often 
thinks in relative terms, “If this money were not being spent overseas, 
it would be spent for dams or harbor works or whatever it might be 
— in the United States and think how much better off we would 

I think that comparison is drawn in people’s minds and often the 
say, “Why do we have to worry about these things overseas? It 
doesn’t look as though anything terribly important is happening 
overseas and if we minded our own business we would get along 
better.” 

I think that comes into the equation quite frequently. 

Mr. Becxwortu. Thank you, Mr. Chairman. 

Mr. Zasiockt. Some critics say 20 percent of our income taxes go 
toward this program. Is that true? 

They point out that the administration ¢laims that 1 percent of our 
gross national product is the cost of our foreign aid program, but 
actually it is 20 percent of our ny income tax. 

Acting Secretary Herrer. That figure is hardly a fair representa~ 
tion of the fact—the total cost of the program is less than 1 percent 
of the gross national product. 

Mr. Zaptocxt. Is the cost of the program equal to 20 percent of our 
personal income tax ? 

Acting Secretary Herter. The total cost is 5 percent of our budget. 

Mr. Zasvocktr. Then it is not the 20 percent of the personal income 
tax paid by individuals? 

Chairman Morean. The gentleman’s time has expired. 

Mr. McDowe tu. Mr. Secretary, is it not true that the major em- 

hasis of the Russian foreign aid program is upon a loan program at 
low interest rates and with the opportunity, of course, to send very 
large technical personnel into some of the countries? Is that not a 
fact ? 

Acting Secretary Herrer. A considerable portion of it is in the 
form of loans, yes. 

Mr. McDowett. In view of that fact, then, why do we seem to, with 
almost an inflexible policy, maintain that it is better for us to spend 
our dollars on a military assistance program ? 

Acting Secretary Herter. I am sorry to say I am not quite clear as 
to the connection you have in mind. 

Mr. McDowet.. In other words, if it seems to have been success- 
ful and good policy for the Russians to loan money rather than to 
give it in direct grants, why are we so, as I say, inflexible in our policy 
that we give the major portion of our foreign aid in form of military 
hardware and direct grants rather than a loan program ? 

Acting Secretary Herter. I think that that depends and is depend- 
ent largely on the economy of the individual country. The putting 
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of your substance into hardware is not productive from the point of 
view of the economy of a country. In fact, it is a dead waste. 

The question as to whether our military assistance should be by 
grants or loans is considered very carefully in connection with the 
economy of each country. Some of them couldn’t afford to borrow 
money for hardware—they couldn’t repay, they wouldn’t be earning 
enough foreign exchange with which to repay, and so the grant for 
military assistance for our common military defense becomes a safety 
precaution on our part. 

Mr. McDowe tu. At the same time, doesn’t it seem to have had the 
effect of making it much harder for the people in some of those coun- 
tries to understand perhaps those very sound economic facts of life 
when they see tanks and guns, rather than a more abundant supply of 
food, clothing, and housing in their economy ? 

Acting Secretary Herrer. In many cases we have had to give de- 
fense support together with military aid. 

The Soviet Government has in recent months given away in total 
arms, a tremendous amount, that. they have been offering very freely. 

Mr. McDowe.t. Thank you, Mr. Secretary. That is all. 

Chairman Morean. Mr. Murphy. 

Mr. Moureny. Thank you, Mr. Chairman. 

Mr. Secretary, on page 3 you stated that in 1954 the Sino-Soviet 
bloc began the intensive use of economic and military assistance to 
— greater influence in the less-developed countries of Asia and 

rica. 

My question is, Has the Sino-Soviet bloc gained a greater influence 
than the United States in these underdeveloped countries in Africa 
and Asia? 

Acting Secretary Herter. In most of them I think that we have 
done pretty well ourselves. They are trying to probe the weakest 
spots wherever they can. They are selected and it is sometimes hard 
to know where they are going to move next. For example, in Iraq in 
recent months there have been several satellite and Soviet delegations 
working both on economic and military matters. 

It would appear that Iraq is counting very heavily on that aid. 
How that is going to affect the country in the long run we don’t 
know, but it looks as if the Communists were getting a stronger 
hold on it. 

Mr. Murpny. Thank you, Mr. Secretary. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Secretary, on page 5 I can’t help but agree with the objectives 
you presented so well. Then I come dion to the bottom of the page 
where you say, “In the face of the Soviet threat it has been only com- 
monsense to develop a worldwide system of alliances with 42 nations 
in order to make our defense all the more powerful because they are 
collective,” and you also mention the matter of the military shield. 

Well I, for one, would very definitely like to agree with some of my 
colleagues and believe that the military program should be separated 
from the technical pro 

I can join quite heartily in any pro, of technical assistance 
that will help the people to help themselves, but I sometimes wonder 
if this so-called alneld couldn’t be as much a sieve as anything else. 
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The French had their Maginot line and to a certain extent I feel that 
some of this military program that we have is not so much a shield as 
a sieve. 

Would you have any comment at all on this? 

Acting Secretary Herrer. No, sir; that is a matter of military 
judgment which I will leave to the military witnesses to answer. 

Mr. Meyer. Then could I pursue this angle a little bit? In the 
field of technical assistance we know that the people need help and 
yet is not a lot of the military assistance that we give them really a 
serious drain on the economy of their countries and in the end it 
weakens us rather than strengthens us because those nations to a cer- 
tain extent become weaker rather than stronger? 

Acting Secretary Herrer. It certainly occupies a considerable por- 
tion of their manpower to remain in the military service all the time. 

Military assistance, as you know, is granted mainly in those areas 
where we felt there was real danger of attack—on the periphery of 
Communist China and on the periphery of Russia. There we felt if 
there was not some deterrent strength, that those particular areas 
would fall very rapidly to the Communist element. 

Mr. Meyer. How about the case of the Republic of China? 
Doesn’t some of the military assistance we give them perhaps lead to 
adventures on their part that compromise our foreign policy and 
make us perhaps do things that we don’t even want to do and in that 
way it is not even in the interest of this country ? 

cting Secretary Herter. We have a very specific agreement with 
the Republic of China. 

Mr. Meyer. Do they always listen ? 

Acting Secretary Herter. They do. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. I believe that military assistance must continually be 
reviewed to determine whether we should give them aid or discon- 
tinue it, but I don’t think military aid to certain countries necessarily 
jeopardizes our own political system. 

The Citizens Foreign Aid Committee claims that in a number of 
recipient countries our foreign aid helps to strengthen political sys- 
tems hostile to our own. Therefore, the Citizens’ Committee recom- 
mends that foreign aid which directly or indirectly promotes govern- 
ments that are hostile to our constitutional concepts of government 
be terminated immediately. 

If the recommendations were carried out there wouldn’t be too 
many countries receiving military or economic aid. Is that true? 

Acting Secretary Herrer. I don’t think that would be completely 
true but, as you know, in many of these new countries governments 
change pretty rapidly. Sometimes the military takes over and takes 
command and they nearly always promise constitutional form of 
election. 

You do have changes in government and we can’t have a complete 
chauge of military posture every time there is one of these changes. 

There is no question but what our desire to see strong democratic 
government is a very intense one. Sometimes circumstances are such 
that we cannot do exactly what we would say would be the ideal 
things as of the time. 
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Mr. Zasiocki. I am sure, Mr. Secretary, as of the moment you are 
not prepared to enumerate the countries where we have strategic air- 
bases—the 250 airbases you refer to in your statement. Certainly 
you do not have a list of countries whose governments are not con- 
sidered democratic and are recipients of military aid. It would be 
interesting to have such a list. 

If we are to study the suggestion made, that we only give aid or 
cooperate with those countries whose governments are in complete 
harmony with our system of government, it would be necessary to 
have such a list. 

Acting Secretary Herrer. When you say complete harmony with 
our system of government, you would have to go quite a long way. 

Mr. Zaxsuockt. I believe we should have a Tist of those countries 
whose governments may be classified as hostile to our constitutional 
concepts of government. Secondly, a list of those countries who are 
not necessarily in complete harmony with our system of government. 
Further, the amount of our military assistance to these countries 
contrasted to the military assistance expected in case of all-out conflict. 
It would be very interesting to have that. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Thank you, Mr. Chairman. 

Congressman Fascell raised the point of whether or not there was 
any basic change in policy involved in this legislation over the legis- 
lation we have been considering in past years. 

I wanted to call attention to section 401 of this particular bill which 
does state a policy, with which I agree. The statement is: 

The Congress of the United States recognizes the important contribution of 
the United Nations Emergency Force to international peace and security and 
declares it to be the policy of the United States and the purpose of this section 
to support the United Nations Emergency Force. 

I might ask just a brief question: This is not necessarily a state- 
ment of new policy; it is perhaps the first time this particular specific 
policy has been stated in the legislation. 

Acting Secretary Herrer. That is correct. The funds for this con- 
tribution are under the special assistance item in the bill. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Mr. Secretary, you will recall that in the beginning of 
the Marshall plan it was strictly a program of economic assistance, is 
that correct? 

Acting Secretary Herter. Yes. 

Mr. Jupp. Would you care to outline the reasons why it seemed 
necessary under the administration in power at that time to go ahead 
a year or so later and adopt a military aid program, also? 

Acting Secretary Herrer. At the time the Marshall plan was being 
contemplated, we didn’t realize what our relationships with Russia 
were going to be. 

As you may recall, at the time the Marshall plan was first put up in 
concrete form in Paris, the Russians were asked to come as well as 
the Czechs and the Poles. The Czechs and the Poles accepted. The 
Russians refused and then forced the Poles and the Czechs to leave 
Paris and not to take any part in those discussions. 

The cleavage at that time was beginning to develop in a way which 
led, later on, to the NATO alliance and the military necessity-——— 
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Mr. Jupp. Was it not necessary to have military assistance, also, if 
we wished to protect the economic investment and the economic prog- 
ress which has been made? 

Acting Secretary Herrer. That is right. 

Mr. Jupp. It wasn’t “either/or”; it was both. If we gave the eco- 
nomic aid without the military, we just fattened up the goose for the 
enemy to take over. 

If we gave the military aid without the economic, then there wasn’t 
enough of a sound economic base or of reasonably satisfied people to 
support the military effort. 

Acting Secretary Herter. Yes. 

Mr. Jupp. May [ also ask, didn’t we try economic aid alone in South 
Korea before 1950? We gave technical support and economic assist- 
ance and no military aid in Korea. What did we get? A war. 

If Iraq should now fall to the Communists, would we be able to 
earry out much economic assistance there ? 

Acting Secretary Herrer. I would say we would be out completely. 
Mr. Jupp. Doesn’t it demonstrate that if there is to be a milita 
program, there must also be enough economic assistance to enable the 

country to maintain both independence and stability ? 

Acting Secretary Herrer. That is true. 

Chairman Morean. Mr. Fascell. 

Mr. Fascety. Mr. Secretary, do you feel that the Communist intent 
has very much sharpened the ideological battle in which the Americans 
find themselves today ? 

Acting Secretary Herrer. The Communist attempt, did you say? 

Mr. Fascetn. The Communist intent at world domination has 
heightened or emphasized the ideological battle in which we as Amer- 
icans find ourselves ? 

Acting Secretary Herter. There is no question about that. 

Mr. Fascett. If we give ourselves a major objective of achievin 
peace and understanding throughout the world, Mr. Secretary, woul 
you not agree with me that that is quite a large order? 

Acting Secretary Herrer. It is a large order as long as there is that 
Communist intent and will to conquer the whole world. 

Mr. Fascett. Well, I might add parenthetically, many religions for 
centuries have attempted the same thing and have not quite yet met 
with success. But that doesn’t mean that we shouldn’t keep on trying 
as a people along political lines. 

I agree with my colleague, Judge Saund, and many others on this 
committee, that this ideological struggle needs to be emphasized— 
that is, the obvious necessity of winning “friends” or the hearts and 
minds of the great masses of the peoples of the world. 

I think we have agreed already in testimony this morning, Mr. 
Secretary, have we not, that this effort is an unfair burden on the 
mutual security program because it is not designed specifically, al- 
though it might have the indirect effect of doing that job? 

Acting Secretary Herter. Yes. This is essentially a materialistic 
program as such. Nevertheless, it has overtones that are very defi- 
nitely ideological. We have, of course, the USIA, which is trying 
to translate us as well as it can in many of these countries—— 

Mr. Fascerz. Mr. Secretary, you have anticipated my next ques- 
tion. 
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In other testimony before this committee we have heard from 
USIA, and it is also clear, I might add, from the testimony which is 
on the record, that the USIA by organizational concept and from the 
very act of Congress and from its administration, is really not 
equipped to do the overall job of what most of us are talking about, 
to wit, “win friends all over the world.” 

It does, as you have stated, interpret the American position around 
the world and, indirectly again, we hope would add to our stock of 
built-in friendships throughout the world. But basically we find 
then, in an analysis of our situation, that we have two agencies, pri- 
marily Mutual Security, and USIA secondarily, neither one of which 
is, or both of them in combination, on all fours with the major objec- 
tive of winning world peace and understanding that the people of this 
country are seeking to obtain, and this, don’t you agree, is where 
Americans have the great misunderstanding as to what we are trying 
to do under Mutual Security ? 

Acting Secretary Herter. Well, as a practical matter, I don’t think 
it is quite as extreme as you have put it. In each country we have the 
so-called country team headed up by the Ambassador. The repre- 
sentatives of various activities of one type or another are members 
of that country team and, as I say, in most cases the country team 
works extremely effectively as a unit, from the point of view of 
translating our objectives 

Mr. Fascetxi. I would agree with you most heartily, Mr. Secretary. 
I think they do. Ona ee ee basis, I don’t think 
we could have any criticism or quarrel with the present team aspect. 
But when you get down to the great mass of the people and the effects 
that they have upon governments and ideology around the world, 
then we have an entirely different concept, because we are talking 
about a peacetime psychological warfare, and your Department 
is not equipped to carry that out. Isn’t that true? 

Acting Secretary Herrer. Yes, sir. As you may recall, some years 
ago there was a psychological warfare commitee that was set up and 
it was found from a practical point of view in any psychological effort 
it required a team operation. There was no one agency that could 
do the whole thing. There had to be a unified concept. 

The problem I think you are discussing, which is one of the most 
difficult. ones: How to get and win the aie of the average individual 
who is not conscious of many governmental efforts, often in a village 
that is remote from means of communication and so on, how one 
can make an impression there is something that is under constant 
study, constant review—because I agree with you it is a very im- 
portant thing. 

Mr. Fascetu. Mr. Secretary, Secretary Dulles has said in testi- 
mony before this committee that in his opinion—and I quite agree 
with him—that this effort must be a nongovernmental effort. It must 
be an effort by the mass of the American people to interpret and to 
carry out with zeal and enthusiasm their Soy their privileges, their 
beliefs to the mass of the other pe les of the world. 

Acting Secretary Herrer. Well, Mr. Congressman, I think that is 
the reason we favor so greatly the exchange of missions of all kinds, 
the tourists, the people-to-people programs that many organizations 
have, and we feel that type of contact 1s a very, very important one. 
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Mr. Fascett. Don’t you agree, Mr. Secretary, tiiat in finality then 
where we need the great emphasis today, and the great leadership to- 
day, is in this effort—that is the effort to get to the mass of peoples 
~ ony countries of the world, and by primarily a nongovernmental 
effort 

Acting Secretary Herter. That is correct. 

Mr. Jupp. Will the gentleman yield? 

Mr. Fasceti. Yes, sir. I yield everything. 

Mr. Jupp. It seems clear that if we are losing as much ground in 
some parts of the world, as some people say, it is because we haven’t 
succeeded in this field. We have done a good job materially and eco- 
nomically. We have not done as good a job ideologically, psycho- 
logically, and with the rank and file of people. I think the adminis- 
tration ought to give closer study to a new approach—a so-called free- 
dom academy. We have academies to study and to train men in mili- 
tary struggle, but we are now confronted with an enemy that uses 
different methods of warfare from those we have known. 

We haven’t a single agency studying the science of subversion as 
they have developed it to an extraordinary degree of efficiency among 
the peoples in certain parts of the world. 

We haven’t got a commission that is concentrating first, on know- 
ing our present enemy and his weaknesses and, second, how to counter- 
act his methods, and third, at the same time creating a positive program 
on how best to present and sell, and make prevail, the kind of concepts 
that we have. 

I feel this is the great weakness in our armor today. Man doesn’t 
live by bread alone today any more than he ever did, or by guns or by 
dollars. We haven’t learned how to counteract their skillful propa- 
ganda—lies though it is—and we haven’t succeeded in presenting 
convincingly our own case. Let me put it this way: We haven’t done 
as good a job of salesmanship for the truth as they have done for their 
falsehoods. 

We have to supplement peoples’ programs and work into all our 
efforts this other sdetnideat which is where we have been losing. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Secretary, someone said that this military assist- 
ance program should help establish atmosphere in which we could 
work with the newly organized governments in Southeast Asia and 
other parts of the world. 

I know of a period in history where there was peace, there was 
order, there were stable governments in that part of the world under 
on rule. But that was not satisfactory to the people who lived 
there. 

Under no stretch of the imagination can we give enough military 
aid to any of those countries that they would become as stable as they 
were under colonial rule. The people want something else. 

Mr. Secretary—what I am saying is not a criticism, but I am urging. 
The U.S. Government is now spending say $3 billion or $4 billion a 
year on a holding action, while inside those areas of the world the 
people are fermenting. 

What happened in Iraq? The government, which was friendly 
toward the West, was overthrown; the King was murdered, the Prime 
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Minister was murdered and there wasn’t a tear shed by the people 
of Iraq. 

Tent this new government wants to impose another outside system: 
Communism. Once again the people of Iraq are revolting—against 
Kassim this time. They want something different from pate in- 
fluence. They want to own their own Tonite they want to have a 
sense of belonging. 

Let us put different emphasis in the spending of the taxpayers’ 
money. It would be difficult to do; we have to have different personnel 
than those who believe in this holding action, thinking because we are 
giving military aid and have stable governments we are all right. 

Most of those stable governments are dictatorships and they are not 
making friends for us; they are making, instead, enemies for us. 

This is just my humble suggestion, to put a little more emphasis on 
helping the economy of the people, giving a chance to the people to 
assert themselves or else we are not getting anywhere. 

Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 12:55 p.m., the committee adjourned, to reconvene 
at 10:30 a.m., Tuesday, March 17, 1959.) 
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TUESDAY, MARCH 17, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to adjournment, at 10:35 a.m., in 
room 362, Old House Office Building, Hon. Thomas E. Morgan (chair- 
man) presiding. 

Chairman Morean. The committee will come to order. 

This is the second day of hearings on the mutual security program 
for the fiscal year 1960, 

The committee will be in open session until the completion of the 
first portion of the Secretary’s statement and then the committee is 
going into executive session to hear the second portion of the Secre- 
tary’s statement. The question and answer period, of course, will 
be 1n executive session. 

At the completion of the first portion of the Secretary’s statement, 
the room is to be cleared and the committee will go into executive 
session. 

Our witness this morning is the Honorable Douglas Dillon, the 
Under Secretary of State for Economic Affairs. 

Mr. Dillon, if you have a prepared statement you wish to read at 
this time, you may go right ahead, sir. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Ditton. Mr. Chairman, I am glad to be with you once again 
as you begin your consideration of the mutual security program for 
fiscal year 1960. We propose, subject to your meres to proceed 
this year in much the same fashion as before. 

You have already heard the testimony of the Acting Secretary of 
State, and other witnesses to follow will endeavor as fully and frankly 
as possible to provide the committee with all of the information it 
believes necessary to enable it to reach its decisions on this program. 
I propose to speak briefly on— 

(1) The presentation materials which have been prepared and the 
testimony which is planned ; (2) the relatively few changes in legisla- 
tion which are proposed; (3) the amounts proposed to be authorized 
for the various categories of aid (on which I will elaborate in execu- 
tive session) ; (4) the administration of the program; (5) some related 
matters of significance, and (6) the overall importance of the program 
to the United States. 
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I, THE PRESENTATION 


The presentation materials follow closely the pee of last year. 
You have, as has each Member of Congress, the unclassified book 
which describes the program proposed in considerable detail. You 
also have the more elaborate and detailed presentation books which 
are before you. There are seven volumes this year rather than six, 
an additional one having been added to give full information on the 
Development Loan Fund after its first full year of operation. While 
it has been necessary, as heretofore, to classify some of the material in 
these volumes, every effort has been made to keep such classification 
to a minimum particularly in the World Wide Summary volume. 
The DLF volume is wholly unclassified. Classified sections are indi- 
cated by shading as was the case last year. 

The World Wide Summary volume is a comprehensive descrip- 
tion of the entire program. We have endeavored to improve it this 
year so that it can serve adequately as a description of the entire pro- 
gram except when very detailed information on individual countries 
and programs may be desired. This book is our answer to those of 
you who expressed a desire last year for a simplification of our pre- 
sentation books. This year it contains additional material, describing 
in some detail the methods of programing employed. Subject to the 
committee’s approval, we will present testimony to show how these 
methods have been applied in actual programs. 

Another new feature is that ae Defense Support and Special 
Assistance we cite for each country receiving such aid the specific 
reasons giving rise to the need for aid. These concise statements 
are, of course, fully amplified in the regional volumes. Following the 
testimony of regional witnesses, we would appreciate an opportunit 
to provide a final recapitulation of the programs proposed under eac 
category of aid. 

Mr. Philander P. Claxton, Deputy Assistant Secretary of State for 
Congressional Relations, who is here with me, is representing me in 
coordinating the executive branch presentation and will be available 
to assist you throughout your deliberations. 


II. THE LEGISLATIVE CHANGES PROPOSED 


The legislation proposed this year involves a minimum of new pro- 
visions. I will touch briefly on four proposed amendments to the 
basic Mutual Security Act of 1954 and on two new provisions. 

First, a new section 401 is added which declares the U.S. policy of 
support for the United Nations Emergency Force (UNEF) and au- 
thorizes the use during fiscal year 1960 of special assistance funds for 
voluntary contributions to the budget of UNEF. This new section is 
severe | intended to give statutory emphasis to the importance the 

nited States attaches to the activities of UNEF. 

Second, section 413(b) (4), which relates to the investment guaranty 
nae anon is amended by adding to the enumerated risks which may 
be insured against under the program the risks of revolution, insur- 
rection, or civil strife arising in connection with war, revolution, or 
insurrection. The ceiling on the face value of guaranties which may 
be issued is also increased from $500 million to $1 billion. This 
amendment expands the investment guarantee program to cover risks 
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which have become of particular concern to U.S. firms abroad, and 
permits the executive branch to meet the accelerated demands for 
guaranties without any increase in new obligational authority. 

Third, section 505(b), which relates to loan assistance and sales, is 
amended by deleting the present requirement that amounts received 
in repayment of loans made under the Mutual Security Act of 1954, 
other than by the Development Loan Fund, shall be held by the Treas- 
ury to be used for such purposes as may be authorized from time to 
time by the Congress. It is proposed instead that (1) loan repay- 
ments received in dollars be deposited into miscellaneous receipts of 
the Treasury; (2) that loan repayments received in foreign curren- 
cies may be sold by the Treasury to U.S. Government agencies for 
payment of their obligations abroad and the dollars received from 
such agencies in reimbursement be deposited into miscellaneous re- 
ceipts; and (3) that those foreign currency repayments which are in 
excess of the amounts needed by the Treasury from time to time for 
sale to U.S. Government agencies for the payment of their obliga- 
tions abroad shall be credited to the Development Loan Fund. Re 
payments under these loans begin in fiscal year 1960 with a total of 
approximately $20 million. These repayments will increase in suc- 
ceeding years and it is important that we now provide for their 
orderly use. 

Fourth, section 527(b), which relates to the employment of person- 
nel, is amended to permit an increase of 15 in the number of personnel 
who may be employed in the United States on the mutual security 
program, without regard to the provisions of the Classification Act of 
1949, at rates of compensation higher than those provided for grade 
15 of the general schedule of the Classification Act of 1949 but not in 
excess of the highest rate provided for grades in such general sched- 
ule. This amendment is specifically designed to give more oppor- 
tunity to the Under Secretary of State for Economic Affairs to 
strengthen the coordination, administration, and execution of the en- 
tire mutual security program. 

The first préptent for language which does not amend the basic 
Mutual Security Act of 1954 1s to ri the recognition by the Con- 
gress of the harmful and deterring effects of diseases and other health 
iehsianeen in underdeveloped areas and of the need for international 
efforts to combat them. It would provide that the Congress affirm 
that it is the policy of the United States to accelerate its efforts to 
encourage and support international cooperation in programs to con- 
quer diseases and other health deficiencies. 

This provision is designed to reflect the growing concern of the 
United grates in health problems of the underdeveloped areas and to 
express a firm intention to quicken our efforts to support interna- 
tional health programs. These efforts will, of course, continue to be 
carefully ceed with other elements of our overall program fur- 
thering the basic objectives sought by the United States. 

The second provision which would not amend the basic legislation 
‘authorizes appropriations from time to time to the Department of 
State for payment of the U.S. share of expenses of the Colombo Plan 
Council for Technical Cooperation, which the United States joined 


_early this year. 
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Ill. AID PROPOSAL FOR FISCAL YEAR 1960 


The legislation also pro , of course, new authorizations for ap- 
propriations. I believe the committee will be interested in a brief 
review of these figures, which I will amplify in some detail in execu- 
tive session. We are using the same categories of aid and the same 
definitions for them as we used last year. 


1. MILITARY ASSISTANCE 


Last year we requested an appropriation of $1.8 billion. Congress 
appropriated $1.515 billion. Expenditures during fiscal year 1959 are 
estimated at $2.4 billion. Our ability to deliver this greater volume 
of assistance arose, of course, from the existence of a pipeline of orders 
placed from prior year appropriations. That pipeline, however, 
which has steadily decreased from a high of $8.5 billion in 1953, will 
be reduced to approximately $2.6 billion by the end of the fiscal year. 
This means that there will necessarily be a much closer relation nere- 
after between the annual amounts appropriated for military assistance 
and the annual value of deliveries and expenditures. This bill pro- 
poses an appropriation of $1.6 billion, a figure which will require a 
substantial reduction in future deliveries. Expenditures for next year 
are estimated at $1.85 billion, a reduction of about 25 percent from the 
fiscal year 1959 total. Our request was approved vy the tresiueut 
as being an irreducible minimum. It was specifically pointed out in 
the President’s budget message that these proposals should be consid- 
ered in the light of the findings of the Draper committee. I will refer 
to these findings again. 


2. DEFENSE SUPPORT 


Last year we requested an appropriation of $835 million for essen- 
tial support requirements of 12 nations carrying heavy military bur- 
dens. ngress appropriated $750 million. Despite every effort at 
economy, programs presently approved total $787.5 million and there 
is every indication that there will have to be some additions to this 
total before the close of the fiscal year. This has required a consider- 
able use of contingency funds. For fiscal year 1960 we are requesting 
again $835 million for the same 12 countries. 


8. SPECIAL ASSISTANCE 


The request made in fiscal year 1959 was for an appropriation of 
$212: million. Congress sppropeesed $200 million. We presently 
anticipate that over $269 million will be obligated for this category of 
aid arng Soe fiscal year again involving the use of substantial con- 


a ds. 

he aed upward adjustment that had to be made in this cate- 
gory of aid reflects the necessity of rapid and flexible responses to 
political and economic developments which cannot be clearly foreseen 
and the great value of a contingency fund which enables such adjust- 
ments a, aga without undue delays. 


For fiscal year 1960 we are proposing special assistance in the 
amount of $272 million. As compared to last year’s request, this 
reflects an increase of $3314 million in country programs. In addi- 
tion, an increase of $10 million is required for the peak year of the 
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malaria eradication program if the program is to be successful. We 
are proposing to spend $2 million more for aid to American schools 
than that being used this year for the initiation of that program. 
We are also proposing some new programs under special assistance— 
$5 million for initiating preliminary work on a worldwide program 
for community water development: $1 million for further medical 
research through the World Health Organization; and $5 million for 
a trial program to provide greater incentives for foreign and local 
rivate investment and $3.5 million as a contribution to the cost of 
nited Nations Emergency Force. - 


4. TECHNICAL COOPERATION 


Congress appropriated $172 million for technical cooperation last 
year. This included $8 million suggested by this committee which 
has enabled us to set in motion improvements in our training proce- 
dures. For fiscal year 1960 an increase to $211 million is proposed. 
This increase reflects expansion of technical assistance in all under- 
developed areas. We propose an increase of 43 percent in the emerg- 
ing African area; an increase of about 20 percent in the Near East 
and south Asia; an increase of about 13 percent in the Far East and of 
25 percent in Latin America. Finally, an increase of $10 million in 
our contributions to the United Nations Technical Assistance Program 
and the special fund associated with it is also projected to match 
anticipated increasing contributions from other countries. 


5. OTHER PROGRAMS 


There are very few material changes in the miscellaneous programs 
covered under this category. Congress appropriated $106 million 
in fiscal year 1959, the full amount requested, and is being asked to 
provide $112 million for fiscal year 1960. A substantial part of this 
slight increase is required to cover pay increases authorized in other 


legislation. 
6. CONTINGENCY FUND 


Congress was asked to provide $200 million for fiscal year 1959 and 
appropriated $155 million. We have so far used $106 million of 
these funds to meet the needs referred to earlier. While we have 
clear and present need for all of and more than the balance to meet 
specific requirements, we have been forced to defer these allocations 
until the end of the fiscal year in order to preserve a minimum capa- 
bility to meet unforeseen crises. Understandably, this has seriously 
hampered orderly administration. For fiscal year 1960 we are asking 
again that $200 million be provided. In my view this is a minimum 
figure all of which is vitally needed to provide the United States with 
capability to respond effectively to situations as they develop. 

The sharply diminished military pipeline results in a considerable 
loss of flexibility. It was formerly feasible to use the President’s 
authority to transfer funds from the military assistance account to 
meet higher priority emergency requirements, because the large pipe- 
line enabled tor eg ine in military programs to be made without 
too great difficulty, In fiscal year 1960 such transfers would involve 
the disruption of current military programs. As a result the Presi- 
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dent’s transfer authority has become much less meaningful. The 
contingency fund will hereafter provide our only really useful 
margin of flexibility. 

7. DEVELOPMENT LOAN FUND 


We asked for an appropriation last year of $625 million and $400 
million was eeniink. These funds and those available under pre- 
vious appropriations have been for all practical purposes exhausted 
and a request for a $225 million supplemental appropriation is now 
under congressional consideration so as to allow the Development 
Loan Fund to continue operating on a somewhat reduced scale until 
fiscal year 1960 funds become available. A detailed description of 
the uses we have made of the $700 million so far appropriated is set 
forth in the DLF presentation book. We are asking for $700 mil- 
lion in fiscal year 1960. This does not fully meet the need for assist- 
ance in development as reflected in the $1.5 billion of applications 
still on hand. It will, however, enable the DLF to proceed at the 
same rate of lending which it has attained during its first year of 
operations and to meet on a minimum basis the most pressing needs 
for economic development. 


Iv. ADMINISTRATION OF THE PROGRAM 


I am well aware of the general concern which has been expressed 
regarding the effectiveness of the administration of this program. 
I have taken particular note of the recent interim report of this 

oup’s Subcommittee for Review of the Mutual Security Programs. 

his subcommittee has already had extensive testimony from the De- 
partment of Defense. Specific responses to the three points made in 
the report regarding economic assistance will be forthcoming from 
Mr. Saccio on behalf of ICA. However, I have some general ob- 
servations to make. 

No one can deny, nor is there any desire to deny that in a program 
of these dimensions and complexities, mistakes have been made. I am 
certain, however, that such mistakes are the exception rather than 
the rule, and that their incidence is decreasing. It is impossible to 
achieve perfection. Perfection is no more possible in this program 
than in any other activity conducted by human beings. e must 
also realize that it is normal for our errors to be publicized and for 
our satisfactory performances to be taken for granted. 

I should also like to point out that in a program dealing with 
rapidly evolving political, military, and economic situations, it is 
frequently necessary to make rapid decisions. The validity of such 
decisions must be evaluated against the circumstances under which 
they take place and in the light of the objectives being pursued. 
What is feasible in the way of procedures in a placid, stable situa- 
tion in a highly developed country, is not always feasible in the op- 
posite kind of situation. I do not say that our performance is with- 
out error, but I do believe that much that has been described as error 
deserves evaluation of the sort suggested. 

Of course, the fact that errors ‘lo occur and that this is natural is no 


justification for not making every effort to prevent them. Such efforts 
are a constant preoccupation of those charged with administrative 
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responsibilities for these programs. I can assure you that every one 
of us is sincerely endeavoring to effect improvements in planning, pro- 
graming, and execution, and will welcome all suggestions as to ways 
and means of achieving further improvement. 

I spoke last year of the efforts being made to effect a closer coordi- 
nation of the program plans and operations into the framework of 
our foreign policy. This has been substantially accomplished through 
the transfer of coordinating authority from the Director of ICA to 
the Under Secretary of State for Economic Affairs. During the 
year, ICA has been more closely integrated with other parts of the De- 

artment while retaining its separate organization and administration. 

he authorities vested in the Secretary of State under the Mutual Se- 
curity Act which were formerly delegated by him to the Director of 
ICA have recently been delegated to the Under Secretary of State 
for Economic Affairs, who is empowered to redelegate such of these 
authorities as he deems appropriate to the Director of ICA. 

Tam also convinced after a year of operations under the new arrange- 
ments that my own staff must be substantially strengthened if maxi- 
mum effectiveness in coordination is to be achieved. Mr. John O. Bell, 
who is with me today, who has succeeded Mr. Robert G. Barnes as 
my Special Assistant for Mutual Security Coordination, is charged 
with effecting the necessary improvements. The increase in the au- 
thorization for excepted positions which I mentioned earlier is an 
essential element in this effort. 

I do believe that over the past year we have succeeded in improving 
our processes materially. The improved programing procedures are 
described in the Worldwide book. They provide solid assurance 
that program concepts are being subjected to critical analysis and jus- 
tification before being adopted. Nevertheless, we still need to do more 
in this area, and I hope we will be successful in doing so over the next 
several months. However, I can assure you that each of these pro- 
grams, military and nonmilitary, is now subject to my programing 
guidance. Each is subject to my review and approval. As a result 
there is a conscientious effort to assure consistency and coordination of 
the various elements of the program so as to promote our national 
security policy. 

On the operational side, as other witnesses will point out, the pipe- 
lines are being rapidly reduced and the process of execution is being 
accelerated. Obligations of funds in ICA, for example, are running 
well ahead of last year. As of February 28, cumulative obligations of 
$725 million had been made, amounting to 58 percent of the year’s 
programs which compares with $590 million or 48 percent as of the 
same date a year ago. ICA programs were approved this year in 
large measure substantially earlier in the year than heretofore. In 
conjunction with the Department of Defense we are currently en- 
gaged in a major effort to effect improvements in the military assist- 
ance programing process. I hope that there will soon be substantial 
progress to report in this area. 

While effectiveness of operations can and should be measured in 
terms of efficiency of planning and execution, the critical question 
is of course whether or not the programs are attaining or contributin 
effectively to the attainment of the foreign policy objectives Cowsid 
Wore haga are directed. On this score I believe we have no apologies 
to e. 
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Vv. SOME RELATED MATTERS 


I would like now to touch upon a few matters which I am sure 
are of interest to the committee but which may not be dealt with quite 
so directly in the testimony which will follow. 


A. THE DRAPER GROUP 


First, as the committee is aware, the President is considering the 
preliminary findings of the Draper group and will make such further 
recommendations based on those findings as he deems appropriate. 
The group’s interim report, which is being submitted to the Presi- 
dent today, indicates quite clearly that in its judgment the program 
which is being proposed to you is not excessive either in its military 
or economic components but, if anything, is a smaller program than 
is desirable from the point of view of our national interests. 


B. SEPARATION OF MILITARY ASSISTANCE 


It will be recalled that this committee suggested last year that the 
executive branch should consider further the question of a separation 
of military and economic assistance programs. In view of the de- 
cision reached last year by the Congress to retain these various forms 
of assistance within the mutual security bill, and the studies now 
underway in the Draper committee, we are not proposing any change 
at this time but will reexamine this question in the light of such rec- 
ommendations as may be contained in the final report of the Draper 
group. This report is expected in 2 or 3 months. 


C. THE PRIVATE SECTOR 


An amendment last year to the Mutual Security Act called for a 
study by the executive branch of the ways and means in which the 
role of the private sector of the national economy could be more 
effectively utilized and protected in carrying out the purposes of the 
act. In response to this request the Department of State organized a 
study group headed by Mr. Ralph Straus. This group is in the final 
stages of editing its report which will be made available to the com- 
mittee in the near future. I have had an opportunity to review pre- 
liminary drafts and have noted that with the exception of certain 
suggested revisions in tax legislation, the great majority of its recom- 
mendations call for procedural and policy changes and do not require 
new legislation. 

We are, as I am sure the committee is aware, clearly interested in 
obtaining the greatest possible participation by private capital in 
the development of emerging areas of the world. We will continue 
to exert every effort in this direction. However, I would be less than 
candid if I did not point out that basic conditions in many less de- 
veloped countries, such as the lack of political stability, of adequate 
government services and properly trained personnel, of basic facili- 
ties of power and transportation, of low productivity, and of limited 
markets, as well as chronic balance of payments problems, are basic 
impediments to private investment. The mutual security program is 
one means of moving toward the reduction or elimination of these im- 
pediments. Until conditions attractive to private investment are 
created, we cannot expect to depend on it as an answer to the problem. 
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D. EFFECT ON U.S. ECONOMY 


We are still studying, as the Congress requested, the effect of the 
mutual security program on the economy of the United States. A 
report will be made to this committee during its consideration of this 
bill. In my own view, it is clear that this program has a highly bene- 
ficial impact. Foremost is the fact that unless we are able to achieve 
the basic national security objectives which the mutual security pro- 
gram is designed to help attain, it will be impossible to maintain our 
own economic health and military strength. It contributes to that 
stability and growth which is essential to assure ready access to the 
essential raw materials needed by our industries. It increases the 
ability of other countries to buy our goods. Finally, the program re- 
sults in immediate employment and production in the United States. 
Figures show that under this program, in fiscal year 1958, 75.4 per- 
cent of all funds were directly expended in this country. Dollars 
spent abroad also benefit the U.S. economy by making it pos- 
sible for the countries receiving these funds to purchase more goods 
from us. A responsible estimate for fiscal year 1957 was that 530,000 
rae 2 in the United States were employed on an average full-time 

asis as a result of the mutual security program. 


E. SECTION 402 


I would like to briefly mention some problems we are having with 
section 402 of the act which provides that not less than $175 million 
must be used to finance the export and sale for foreign currencies of 
surplus agricultural commodities or products. While we have been 
able to comply with this requirement in the past and will endeavor to 
do so in the tute if it is continued in the legislation, I must point 
out that it is becoming increasingly difficult to do so as the production 
of agricultural products increases in countries which we are assisting 
and as the currencies of Western European countries become freely 
convertible, thereby diminishing the incentive for such countries to 
purchase agricultural commodities under section 402 and then permit 
the use of the sales proceeds for purchase of goods required in the 
underdeveloped areas. 


VI. THE IMPORTANCE OF THE PROGRAM 


The purposes of this program are simple, straightforward, and 
clear. We can no more live unscathed in a community of nations if 
it is diseased, poverty stricken, and unstable than we could live un- 
scathed in our local communities under such conditions. We are, 
must be, and want to be concerned with the welfare of our fellow 
human beings. Our security is not just related to the situation in 
other nations, it is dependent on the assistance of allies. Our needs 
for allied military forces, bases, strategic resources, and productive 
capacity are real and inescapable. 

he mutual security program does not in itself solve all of our 
roblems, nor is it intended to. But it is an indispensable element 
or their solution. 

Gentlemen, our cause today is none other than the preservation of 
human liberty on this planet. Three times in this century Americans 
have poured out their blood that freedom might survive. Today we 
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face the greatest and ultimate challenge. It is an an perrents chal- 
lenge, military, economic, and psychological. It is a long-term chal- 
lenge that makes heavy demands on our staying powers. But with 
the growing interdependence of the peoples of the world it presents 
us also with a glowing promise for the future. For if we successfully 
pass this test and turn back the worldwide assault of international 
communism on men’s minds, we can foresee the dawn of a new era 
when all mankind will work together in liberty and freedom to realize 
the untold benefits which the miracles of science are bringing within 
our reach. Failure in this contest is unthinkable. Our weapon in the 
fight is our faith in the ultimate victory of freedom. But faith alone 
is not enough. Faith must be translated into action if it is to have 
any meaning. That action is the mutual security program. Over 
the coming weeks we will be presenting to you a halamesd program 
of mutual security which has te developed over months of pains- 
taking effort. It is your right and duty to examine this program 
closely to insure that it is at the same time adequate and not extrava- 

nt. We welcome a searching examination. But we hope that dur- 
ing your detailed study you will not lose sight of the basic fact that 
for the peoples of the free world the mutual security program is, 
above all, the measure of the determination of the American people 
to stand up and be counted in the battle for freedom and progress. 
As such, it is vital to our national security, to our very existence as a 
free people. 

Chairman Morean. Thank you, Mr. Secretary. 

The committee will now go into executive session. 

Mr. Hays. Mr. Chairman. 

Chairman Morgan. Mr. Hays. 

Mr. Hays. Why wouldn’t it be possible to question the Secretary on 
this public statement before we go into executive session and then upon 
the presentation books which are top secret or something—— 

Chairman Moraan. Mr. Hays, for your information, the Secretary 
volunteered to proceed in any manner the chairman wished. The 
chairman wishes to go into executive session. 

Mr. Hays. If the chairman is overruling the rest of the committee 
there is not much we can do about it. 

Mr. Pitcuer. Mr. Chairman, are we not going to be able to ask the 
witness any questions except in executive session ¢ 

Chairman Morgan. Do you want to ask the witness a question now? 

Mr. Pucuer. I thought we would proceed in the usual manner. I 
didn’t know there was anything secret here. If there is anything 
secret we can leave that out. 

Chairman Morean. Mr. Pilcher, the Secretary has a further state- 
ment he wishes to deliver, on a country-by-country basis. 

Mr. Hays. Well, Mr. Chairman, I just want to serve notice that if 
this thing is going to proceed this way that at the proper time on the 
floor of the House I will make a statement telling exactly what each 
country is supposed to get in military and every other kind of aid. 

In other words, I will declassify the whole business if you want to 
operate that way. 

Chairman Morean. Of course, the gentleman would be held in vio- 
lation of the rules of the House. 

Mr. Hays. Well, I don’t know whether I would be or not. 
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Chairman Morean. The room will be cleared. Let’s go into execu- 
tive session. 

Mr. Hays. I will take it up on the floor of the House. 

ee at 11:15 a.m., the committee proceeded in executive 
session. 

Chairman Moraan. Now again I want to repeat for the benefit of 
the committee, before the committee meeting started today the Secre- 
tary came up here to the table. He offered to proceed in any method 
the chairman wished. He told me that he had one statement to be 
given in open session and another describing programs for individual 
countries which would have to be given in executive session. 

As a matter of timesaving, the chairman felt we should proceed by 
going into executive session at the close of Secretary Dillon’s first 
statement and reserve questioning until both his statements have been 
completed. It is not the decision of the executive branch. It was 
solely a decision by the chairman of this committee. Now if I have to 
appease the gentleman from Ohio on the operation of this committee 
then I will not be sitting in this chair. 

Mr. Hays. You don’t have to appease anybody, but normally it is 
procedure in a case like this to consult the committee about it. There 
are other members on the committee. One of them has already left 
who feels as I do about it. It is not just one person. 

Chairman Morean. I am only trying to do my job properly. If 
the gentleman has any criticism of the chairman i would certainly 
appreciate it if he came around and talked to me. 

Mr. Hays. I would have appreciated it if you had come around to 
the committee and told us this was going to be an executive session. 
The paper said it was going to be an open session. 

Chairman Morgan. I announced before the start of the meeting 
that it would be partly open and part executive. 

Mr. Hays. In other words, they present their whole case open and 
we don’t get to ask them one simle question on it in open session. 
Now I thought my request was reasonable that we question him on 
his open statement and then go into executive session. I have no 
objection to that. 

Chairman Morean. The chairman had already made a ruling. Let’s 
proceed. 

Mr. Secretary, go ahead. 

Mr. Burieson. Mr. Chairman, I realize it can’t always be done 
but in my opinion open sessions are usually a waste of time. 

Mr. Ditton. Mr. Chairman, I would like now to review with you 
in greater detail the amounts of aid proposed for defense support 
and special assistance, to compare them with the programs proposed 
last year and indicate what has been done with the appropriations 
which were made last year. 

Because of the reference to individual country programs, you will 
recognize that most of my remarks are of a classified nature and I 
trust the committee will permit the record to be edited to delete them. 

I do want first to add one word regarding one other amendment 
which has been proposed in the legislation. I refer to the amendment 
proposed for section 516. Under the proposed bill, section 516 which 
relates to the prohibition on the use of mutual security funds includi 
counterpart funds for retirement of foreign government debt, is 
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amended by adding a proviso permitting the use of counterpart owned 
by a foreign country without regard to this prohibition when the 
President Reienminan that any other use of such counterpart would 
adversely affect economic or financial stabilization in the country 
concerned. 

This amendment is directed to a very limited problem which is of 
particular concern at this time only in [security deletion] one country 
where the use of a certain amount of its counterpart for any purpose 
other than debt retirement would adversely affect economic and fi- 
nancial stabilization in that country by aggravating serious infla- 
tionary conditions. Parallel] situations may arise in ve Bee countries. 

As stated in my unclassified presentation, defense support programs 
are currently approved at a level of $787.5 million. We anticipate 
that prior to the end of the fiscal year it may be necessary to provide 
additional amounts of between $5 million to $20 million for programs 
in [security deletion] certain countries. 

In an endeavor to fit our programs to the reduced level of funds 
available this fiscal year, substantial reductions were made in many 
of the programs of defense support proposed last spring. 

[Security deletion. ] 

Mr. Dron. Costs of $1814 million for military construction in 
Iran are currently scheduled to be met from other funds. 

On the other hand, an increase of [security deletion] over the pro- 
gram estimate proved necessary to aid Turkey in its efforts to achieve 
an effective stabilization program. [Security deletion.] More was 
also furnished to Greece to help offset economic and political pres- 
sures arising out of the very heavy Greek defense effort. 

For fiscal year 1960 we are requesting once again $835 million in 
defense support funds for the same 12 countries. 

[Security deletion. ] 

Mr. Ditton. Detailed analyses of each case are set forth in your 
books and will be elaborated in later testimony. 


SPECIAL ASSISTANCE 


As indicated in the presentation books before you, we presently 
estimate that at least $269 million will be obligated in this category 
of aid during this fiscal year, involving the use of substantial contin- 
gency funds. Currently approved special assistance programs total 
over $262 million and additional requirements are anticipated [secu- 
rity deletion] in certain other countries. These figures compare with 
last year’s request for $212 million and last year’s appropriation of 
$200 million. The programs so far approved in special assistance 
in fiscal year 1959 differ from those projected in last year’s submis- 
sion in the following ways: 

[Security deletion. ] 

Mr. Ditton. Other modest decreases were possible in a few cases. 
However, as a result of the crisis in the Middle East it proved neces- 
sary to make a large increase [security deletion] in assistance to Jor- 
dan and $12.5 million has been provided to Lebanon. No aid had 
been proposed for the latter country in last year’s presentation. 

It has also been necessary to provide [security deletion] more than 
had been planned to the Sudan, in its efforts to retain independence 
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and stability. Additional help [security deletion] went to Afghani- 
stan [security deletion]. 

_An added amount [security deletion] had to be furnished to Tu- 
nisia, which was confronted with serious economic difficulties. We 
expect that additional funds will be needed to help stabilize the 
Bolivian economy. Under a very recent decision, further assistance 
of $314 million is to be furnished to Haiti, which is under very severe 
pressure as a result of an exceptionally poor coffee crop and low 
coffee prices. 

[Security deletion. } 

Mr. Ditton. Similarly the course of events may make it advisable 
i our national interests to provide new or additional special assist- 
ance in other parts of the world before the fiscal year ends. 

Based on the actual increase in the required expenditures in fiscal 
year 1959, we are proposing special assistance in the amount of $272 
million for fiscal year 1960. The projected program differs from 
last year’s projections in the following ways: 

[Security deletion. ] 

Mr. Ditton. Israel has been omitted entirely as its needs, we be- 
lieve, can be met through Public Law 480 sales and loans from the 
Development Loan Fund. 

[Security deletion. ] 

Mr. Ditton. Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Secretary. 

Mr. Secretary, on page 7 of your original statement you say durin 
the fiscal year 1959 that Congress appropriated $200 million of specia 
assistance and spent $269 million. Could you break down where the 
$65 million extra went to? 

Mr. Ditton. It went largely in the areas which I mentioned in my 
latter statement. From the contingency fund [security deletion] went 
to Jordan, $14 million to the Sudan, $10 million to Afghanistan, 
[security deletion] to Tunisia, $3.5 million to Haiti, $5 million for the 
Baghdad Pact telecommunications system, and $3 million for assist- 
ance to American schools abroad. That comes up to about $60 million, 
and then there are the other requirements now anticipated. Further- 
more, about $3 million appropriated in fiscal year 1958 for joint control 
areas is available for the Berlin program, in addition to the $7.5 mil- 
lion programed from fiscal year 1959 special assistance funds. 

Chairman Morean. The fisca] year 1959 appropriation for the con- 
tingency fund is pretty well exhausted ? 

Mr. Dion. As I stated, we have about $48 million left in the con- 
tingency fund and we do have specific requirements for all of this, 
specific places where we know this money is needed. 

We are, however, not authorizing its expenditure at this time be- 
cause we don’t know what might arise in the last few months of the 
year and we felt we had to keep a margin of error for some major 
crisis, such as the thing that might arise through a worsening of the 
Berlin situation and other things, so we have about $48 million unpro- 
gramed, but it is all fully needed and in ordinary circumstances would 
have been programed by this time. 

Chairman Moraan. Mr. Secretary, on page 10 of your statement you 
refer to the effectiveness of the administration program. You seem 
to attribute mistakes to human weakness rather than shortcomings in 
the organization of ICA. 
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Have you made any recent changes in the organization procedure 
which might improve some of the situations described in the report of 
the mateo ate subcommittee” ¢ 

Mr. Diruion. We have made a number of changes, a substantial num- 
ber which will be described in detail by Mr. Saccio in his testimony. 
We are making one basic change which has been under consideration 
for a long time and which I think will effectively help to answer the 
problem identified earlier by your subcommittee as “defect in ICA or- 

nization,” where it said that the ICA might find it possible to revise 
its organizational structure in such a manner as to bring to bear the 
technical skills and judgments of its engineers on projects without 
the overcautious reaction which appears to be inherent in the present 
system. 

What we have done is, we have now made Technical Services activi- 
ties which heretofore constituted an independent and coequal unit 
with line responsibilities, a part of and responsible to the Office of 
Deputy Director for Operations. 

is will mean that Technical Services will be enabled to make 
their significant contribution to ICA pro, and projects but that 
responsibility for decision will be vested clearly in one channel which 
is responsible for operations. 

At the same time, the official who had headed Technical Services 
activities is accepting the position of head of a new office of private 
enterprise where we are putting together or pulling together all the 
responsibilities for the encouragement of participation by private en- 
terprise in mutual security program and projects that have been hith- 
erto scattered throughout ICA. 

This is particularly meant to insure that action is taken in other 
countries to encourage private enterprise by local people there and to 
improve the climate for American private enterprise, or other free 
world private enterprise coming into these countries. We think both 
of these things should be basic and helpful and Mr. Saccio will de- 
scribe them in greater detail. 

I would like also at this point to make one general reply to another 
point made by the committee, this lack of local commercial] interest. 

Mr. Saccio will give the ICA reply, but I would just like to ob- 
serve that when we set up the Development Loan Fund 2 years ago 
the idea was—one of the basic ideas was to insure that in projects 
such as these the requests came from the country concerned and from 
an ro page group that was to operate whatever the company 
might be. 

his reversal of emphasis by the Development Loan Fund will, 
I think, answer that particular criticism. 

Chairman Morean. Thank you, Mr. Secretary. 

Mrs. Bolton. 

Mrs. Bouton. Thank you, Mr. Chairman. 

[Security deletion. ] 

Mr. Dron. We are not certain there. We have a tentative de- 
crease of $5 million—it is just a hard decision in view of the reduc- 
tions made by the Congress. There had to be decreases somewhere 
and we thought it possible that one could be made there. 

Mrs. Botton. How do you decide that? Who sits in on those 
decisions ? 
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Mr. Ditton. That is basically a decision made—the final decision 
is made by myself as coordinator, but it is decided by the joint views 
of the regional Assistant Secretary involved in the State Department, 
and the ICA, based on—and then based on communication back and 
forth with the mission in the field. 

Mrs. Bouton. With what? 

Mr. Ditton. With the diplomatic mission in the field. 

Mrs. Boiron. You consider it also from the purely military view, 
do you not? 

Mr. Ditton. Yes. In my second statement I mentioned we are 
having a negotiation now. aera 3 deletion.] That is why I say 
maybe it will be necessary to put back that $5 million which has been 
tentatively earmarked as a saving. 

[Security deletion. ] 

Mrs. Boron. I think it must be very difficult for the men who make 
final decisions to make them without having any first-hand knowl- 
edge of the place itself, and the people. I don’t envy your doing the 
job, Mr. Secretary. 

Thank you very much. 

Chairman Morean. Mr. Carnahan. 

Mr. CarNnaAHAN. Mr. Secretary, would you be prepared to elaborate 
briefly on the contemplated strengthening of the administration of 
the program which you seek in asking for additional administrative 
personne] ? 

Mr. Ditton. One of the main purposes of that is to strengthen, as 
I said, the coordinating function which works directly with me. The 
Office of Mutual Security Coordination, which Mr. Bell heads, had 
originally the function of merely acting sort of as a post-office box 
between ICA and the Department of State and of coordinating the 
views of the various regional bureaus within the Department of State. 

When we centralized coordinating authority in the Department of 
State, the responsibilities of this organization have been, of course, 
greatly expanded and it has responsibilities now for coordinating 
and being the focal area where coordination is achieved between re- 
gional bureaus with their foreign policy political problems and ICA 
and the Department of Defense with their military poagrees: 

In making this change, we were unable to strengthen this organiza- 
tion from the situation it had been in under Mr. Barnes with the ex- 
ception of one or two individuals under the present authorization; so, 
therefore, we felt there is a very real need for some additional top- 
level personnel in there. Not just bosses, but people who have real 
capacity because they are dealing in such important matters of co- 
ordination of foreign policy. 

I think certainly half, or more, of these people requested would 
go into that office. The rest of them would be used throughout ICA 
where there are some increased needs. 

I think the committee will recall that on the suggestion of the execu- 
tive branch a number of years ago, the number of exempted positions 
in ICA was reduced from 50 to 35 and actually what we are now re- 
ae will just return the total number to the status that it was 

fore. 

Mr. Carnanan. Are you asking for any additional funds for any 
attempt at additional raining for the lower echelon personnel who 
work in the foreign countries 
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Mr. Ditton. The funds which were requested—which were added 
by this committee last year, have enabled the ICA to make a better 
program there and we are asking a continuation and a strengthening 
of that process, yes. 

The exact amount I don’t know, but the ICA director will be able 
to furnish you those. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, I would like to, if I may, refer to page 3 of your 
statement to the committee, in reference to increasing face value of 
guaranties from $500 million to $1 billion. 

Would you expand on the guaranty program! It would appear 
from your’statement that the risks are increasing instead of de- 
creasing. 

Mr. Dixon. I did not intend that to be the implication. The guar- 
anty program, as originally conceived, did not include guaranties 
against riot and insurrection, probably just because we didn’t think 
about it at that time and we had discovered in talking with business 
concerns that they are interested in getting this sort of a guaranty 
and that is the reason that we are asking for that change. 

Now, for the increase in authorization, the reason for that is 
that the guaranty program is beginning to work much better in 
getting private capital to go abroad and last year there were ap- 
proved some $212 million of new guaranties most of which were ap- 

roved in the second half of the year. The total outstanding is now 

350 million, so the amendment is clear that unless there was an in- 
crease we would run up against that ceiling sometime during the 
course of the year, and since the program has been so effective we 
wanted to raise the ceiling. 

Mr. Merrow. Then there have been no defaults? 

Mr. Ditton. No defaults; no, sir. 

Mr. Merrow. On page 6, Mr. Secretary, in the discussion of mili- 
tary assistance, you point out that the ability to deliver this greater 
volume, which is $2.4 billion, came from the existence of pipeline funds 
placed in prior year appropriation. 

My question is, since this program has been cut year by year, the 
pipeline has been decreased considerably. Is that correct? 

Mr. Drri0n. That is correct. There will be a reduction, we expect, 
of something over $800 million in the pipeline during the course of this 
single fiscal year, 1959. That represents a reduction of about 25 per- 
cent in the pipeline as it existed when the fiscal year began and it 
does reduce it to a point where it is no longer possible to draw on the 
pipeline to maintain the level of expenditures that we have been 
maintaining over the last severa] years, which averages somewhere 
between $2.2 billion and $2.3 billion. 

As it passes this particular fiscal year, the expenditures will be 
somewhat larger than in any recent past year, only slightly larger, 
because of the Taiwan crisis where military equipment was speeded 
up and sent into Taiwan. 

Mr. Merrow. This leads me to another question: Do you think that 
the cuts which have been made in the past, and in my opinion many 
of them have been made arbitrarily—have had any effect on the mili- 
tary assistance program ? 
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Mr. Drrnon. In the military assistance program the main effects of 
the cuts so far have been that they have reduced the rythm of 
certain advanced weapons [security deletion] that might otherwise 
have been provided. This is particularly pointed out in the Draper 
Committee study. 

Regarding economic assistance, we feel that this past year we are in 
really a very difficult—have been in a very difficult situation because, as 
I explained, we have had to defer programs which we really know we 
should be meeting [security deletion] in order to keep a certain flexi- 
bility against a major calamity at the end of the year. 

So I think that it is our feeling that in the categories of defense 
support, special assistance and contingency fund, we received some- 
what too little money last year. I wouldn’t say it was very much 
too little, but I would say it was $50 million or more too little. 

In the Development Lies Fund we feel we have been severely 
hampered. There we were able to continue relatively full opera- 
tion only until the end of January. Since then we have been mark- 
ing time. We have no funds. We have long term plans in coun- 
tries such as India. There was a meeting here today and yesterday 
under the auspices of the World Bank to talk about Indian develop- 
ment programs, and of the countries represented there, the United 
States, Great Britain, Germany, Japan and Canada, the United 
States is the only one not in a position to make any plans or any in- 
dications of what it might do hbeciatin of the fact that the Develop- 
ment Loan Fund has no money. 

Mr. Merrow. With reference to the pipeline again you point out 
it will be $2.6 billion by the end of the lyear. The question is, if 
cuts are made in this program you have presented, are we at the point 
where we have no pipeline to fall back on to keep up deliveries? 

Mr. Driton. That is correct, or to use as a possible transfer au- 
thority for emergencies in the economic programs. 

Mr. Merrow. Then if we were to make arbitrary cuts in the pro- 
gram this year, they would be more damaging than they have then 
in the past because of the deficiency in the pipeline. Is this a cor- 
rect conclusion ? 

Mr. Dion. That is a correct conclusion and I think for that 
reason the program Hoe ser this year is the tightest program this 
Congress has ever looked at. 

Mr. Merrow. And you deem this item of military assistance as dis- 
cussed here on page 6 is as important and essential to our security 
- ee spent in the somewhat over $40 billion in the defense 

udge 

Mr. Dron. I certainly do and I think a more authoritative 
opinion on that will again come from the Chairman of the Joint 

iefs of Staff who I am sure supports that point of view. 

Mr. Merrow. It would be just as reasonable then to cut the defense 
budget, if you are looking for reasons, as it would be to cut this one. 

Mr. Dutton. If you are looking for reasons, that is correct. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Mr. Secretary, it is good to see you. 

At page 16 of your statement, Mr. Secretary, I find one of the most 
optimistic statements as to the termination and the result of this 
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program—you say, “with the growing independent and interdepend- 
ence of the peoples of the world it presents us with a glowing 
promise for the future.” 

Would you venture to say that the glowing promise for the future 
referred to would be a discontinuation or substantial curtailment of 
the program in 3 years. 

Mr. Ditton. No, sir, I would not. 

Mr. Zasiockt. I notice in the Far East Regional Briefing Book that 
the total increase is some $37 million. Most of this increase is for 
defense support. 

Are we to conclude then that our emphasis continues to be on the 
military picture in the Far East ? 

Mr. Dizton. No, sir. I think what we should realize is that defense 
support is no different from special assistance. It merely is the aid 
which is necessary to keep political stability and economic stability 
in a country which happens to have large military forces which we 
are supporting. 

For reasons of which we are well aware, the countries in the Far 
East fall very largely in that category. They include Korea, they 
include the Republic of China and they include Vietnam which are 
among—Korea is by far the largest and Vietnam is the second largest 
country for defense support. What that means is that these countries, 
to maintain economic stability, need these particular funds, in our 
view. 

Now, if there was a sudden decision to not have an army in Korea— 
and there are very good military reasons why we should continue to 
have it because it takes the place of our own troops there—it is never- 
theless clear that for some time to come, as a result of the ravages of 
the war and the dislocation there, we would still have to make very 
substantial contributions to the economy which would then be classi- 
fied as special assistance, but that would be the same money so I don’t 
think this can be said to be an emphasis on military. 

_ Mr. Zascockt. It is therefore not an increase in our military effort 
in that area. 

Mr. Ditton. Not as far as defense support is concerned. 

Mr. Zasiocxi. Then if it is not an increase in the military is it due 
to inflation in those countries? I would like to have this increase ex- 
plained in more detail. 

- Mr. Dizon. That is correct. We are prepared to go into that in 
each country in detail. 

- What this chart shows is a $534 million program in each of the past 
2 years for defense support in the Far East. It is a coincidence the 
figures were the same, and there is a 553 proposal for next year. 

I think we should remember, though, that. as I mentioned in my 
earlier statement here about these funds that have been deferred, in 
order to give us some flexibility, that we do feel we will have to spend 
additionally this year in the Far East, [security deletion] in some or 
all of certain countries up to anywhere from $5 million to $25 million 
extra, and if we spent that full $20 million extra it would bring that 
534 figure right up to the same level that we are asking for next year, 
so it is not really an increase over what we are going at now. 

Mr. Zasiocxi. One further question, Mr. Chairman. 
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Mr. Secretary, in the case of Laos, can you assure the committee 
that the [security deletion] for fiscal 1960 is not including amounts 
that are going to be misused in the exchange of dollars for kips? 

Mr. Ditton. Yes, sir. We are very pleased by the situation in 
Laos now as compared to before. When the new government finally 
took hold after the elections last year, the new government in which 
the Communists and their sympathizers had been fully excluded, one 
of their first acts was to revalue the currency—devalue it—to a rea- 
sonable rate and free it. 

There is now a free market in Lao kip and there are no exchange 
controls and there are no black market operations. 

Mr. Zasiocki. If that is true, Mr. Boctebhry, then we should get 
more for our dollar and the amount should be less rather than in- 
creased [security deletion ]. 

Mr. Dion. There is a special situation there. It actually is less, 
even though it appears to be more. 

Mr. Zas.tocki. You have me completely confused. 

Mr. Dutton. I don’t blame you, sir. It is very complex. What 
happened was that when devaluation took place, the revaluation of 
the currency, there were some funds in the United States account 
that had been held over from an earlier time for about 6 months, 
when we began the first press for this revaluation, where we made an 
agreement or stated we would not actually release these funds to Laos 
except when we got the new rate, whenever that came along. 

So the United States [security deletion] released the funds after 
the devaluation (which action resulted in our obtaining kip at the 
highest rate of exchange) and used some of the proceeds to pay for 
about four months of 1959 military budget support and we did not 
need to use dollars that were appropriated last year for that purpose, 
so therefore, next year we have to use dollars for the whole year and 
that is the reason there will bea change. 

Mr. Zasiocki. Mr. Secretary, in answer to my questions you have: 
explained why we have actually spent more in 1959 than has been 
authorized and appropriated, but that still doesn’t explain the in- 
creased dollars requested for fiscal year 1960. ; 

Mr. Duon. Yes, sir. JI tried to make clear that. the figure of $21.2 
million for fiscal year 1959 covered roughly only 9 months in Laos 
instead of 12 months because we were able to use this windfall profit 
to cover the other 3 months, so if we had not had that windfall profit 
we would have had to spend very considerably more than the $21 
million, probably $25 or $26 million. 

Mr. Zastocki. Thank you very much, Mr. Secretary. I hope to 
pursue this matter in future executive meetings. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. I would like to ask a couple 
of questions regarding points on page 3. 

First, for clarification, when you speak of the new section 401 to 
firm up American senpers for UNEF, is that for the existing United 
Nations Emergency Force on the borders of Israel? Or is that 
also for any United Nations force that is now.in existence or might 
come into being? 

- Mr. Ditton. It is meant to apply solely to the existing United Na- 
tions Emergency Force. 
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Mr. Jupp. Again, just for clarification, when you said that in previ- 
ous legislation we had not included investment guarantees for war, 
revolution, and insurrection, that is not quite true of the House. This 
committee pressed for those guaranties year after year after year; 

ut them in the legislation. They were always taken out by the 
Binsin, largely at the insistence of Senator George. 

Now, the third paragraph on that page. 

As I recall, the Development Loan Fund was supposed to be, to 
some extent or perhaps largely, a revolving fund and as loans were 
paid back they were to be part of the capital of that fund to be 
reloaned. 

Are you abandoning the revolving fund concept when you propose 
that all receipts in repayment of loans should be covered into the 
general receipts of the Treasury ? 

Mr. Ditton. No, sir. This is solely applicable to the loans made 
under the Mutual Security Act between 1954 and the time when the 
Development Loan Fund came into being and those repayments are 
beginning to come in now and we are providing a procedure for those 
repayments. There is no change in the procedure for repayments 
under Development Loan Fund. 

Mr. Jupp. They will go back into the capital of the Development 
Loan Fund as originally intended ? 

Mr. Ditton. That is correct. 

Mr. Jupp. I think you might have been wise to try to recover the 
receipts from previous mutual security loans into the Development 
Loan Fund capital also, and you might have gotten it built up a little 
faster that way. You might get that done for you in the legislation. 

Now, on page 11, I have been troubled from the beginning about 
the top brass at the ICA. We spoke about it yesterday when the 
Under Secretary was here. I mentioned a friend of mine down in 
ICA who said, “I have been here under four bosses. How well would 
any company operate with four changes in top management in 6 or 
8 years?” 

Is it going to be even harder to get a really top executive with wide 
experience and recognized stature, as head of ICA now that he is 
subordinate to your office and he becomes more a transmission belt 
than a person with real authority ; doesn’t he ? 

Mr. Drtxo0Nn. No, sir; I don’t think so. That is not the idea. Ob- 
viously the operation of this great program involving nearly a billion 
and a half dollars a year, and involving some 10,000 or 12,000 em- 
ployees, local and United States, all over the world, is a very big job 
and the only way that I enter into this function is in reviewing it once 
a year when we make the final budget decisions, reviewing each 
country program and making sure it fits in with our overall policy 
objectives and thereafter generally following the program, and when 
there are differences of opinion, trying to settle those differences. 

I do not make any attempt to enter into the day-to-day operation or 
the day-to-day decisions made by ICA, which I think would be a very 
unwise thing to do. 

Mr. Jupp. I appreciate that. 

Chairman Morean. Dr. Judd, will you yield to me for a moment? 

The bells just rang for a quorum call. I don’t know whether the 
committee wants to go over to the floor and come back or do some- 


thing else. 
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Mr. Aparr. Did you say the first bell? 

Chairman Morgan. The first bells rang about 2 minutes ago. We 
will continue until the second bell rings and then adjourn. 

Mrs. Ketiy. Adjourn? 

Chairman Morgan. Rather than make a decision without consult- 
ing the full committee, I want the full committee to speak up. Do 
you want to continue through the second bell and then quit for the 


day ? 

Mr. Jupp. The second bell. 

Mrs. Ketty. When do we come back for questioning ? 

Chairman Morcan. You have 2 ately is Judd. 

Mr. Jupp. As I started to say, I have the greatest confidence in 
you, personally; but at the same time, as you say in your statement, 
the Secretary of State has delegated to you the tig: tao eaaye y and 
authorities which were previously delegated to the Director of ICA. 

This definitely reduces in stature the head of the ICA and it puts 
a new level between the Secretary and the operating head. 

It has been my experience, generally, that when a new level 
in, there is just that much increase in delay. All along the No. 1 
roadblock in this program has been ICA, Washington. 

Maybe under present circumstances it is necessary, with this fre- 
quent changing of heads of ICA, but I very much hope that we 
won’t downgrade this position, the Director of ICA, so that it might 
become difficult to get someone who commands such public confidence 
that a lot of the charges made against this agency and its operations 
will more or less fall by the wayside because of the confidence they 
have in that man. 

I am not criticizing you or any ICA Director, past or future. I 
just want to make sure that we don’t further delay rather than expe- 
dite. I know, of course, that your purpose is to expedite and improve 
the efficiency of the operations. Do you think that will happen 

Mr. Dimon. I am sure it will because one of the great causes of de- 
lay previously has been differences of opinion between regional bu- 
reaus in the State Department and ICA as a'whole, and there has been 
no effective way of resolving those differences of opinion except by 
permanent appeal to the Secretary of State, who is always interested 
in many other things and both sides were reluctant to make those 
appeals and very often programs hung fire for months while bicker- 
ing went on between the two sides, and that is what this is attempting 
to stop. 

I oak with you—and I am sure it will but I agree with you em- 
phatically that we should do everything to maintain independence, the 
organization and the stature of the job of the Director of ICA, and 
that is our full intention. 

Mr. Jupp. Then he can resolve disputes within the agency ? 

Mr. Ditton. Absolutely. Ido not have anything to do with it. 

Mr. Jupp. I am glad to have that clarification. Your job is to re- 
solve disputes when ICA agencies or officials are in disagreement with 
the State Department, the National Security Council or some other 
part of the Government; but not to run the internal affairs of ICA. 

Chairman Morean. The gentleman’s time has expired. 

Mrs. Kelly. 

Mrs. Ketzy. Mr. Secretary, because of the call to the floor I will 
have a few seconds. Therefore, I am ‘afraid I will not.be able to re- 
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ceive all of your answers. I will ask a few questions and hope that 
you will submit the answers to me as soon as possible. 

On the department amendment, section 505: How much is involved 
in the total loans that would be affected by this amendment? 

Mr. Dutx0n. I will give you the exact figure. The loans that were 
made for the period of 1954 to date by the ICA under the Mutual 
Security Act total.$823.9 million. In addition, the proposed amend- 
ment to section 505 would effect one military loan of Rib 7 million and 
~—_ loans administered by the Export-Import Bank totaling $65 
million. 
eo: Ketty. Do you mean of all the loans, including previous 
oans 

Mr. Ditui0on. Yes; that is all this refers to, the loans that were made 
oom the period of 1954 to date by the ICA under the mutual security 

ill. 

Mrs. Ketiy. Under $1 billion, is that right ? 

Mr. Druxon. Yes. 

Mrs. Ketiy. We will lose control of this in Congress, will we not, 
if this amendment is accepted and the money is returned to the Treas- 
ury’ Is that right? 

Mr. Dixon. No, “Miscellaneous receipts of the Treasury” just means 
it goes into the income side of the Government and then cannot be 
used except as appropriated. It is just like tax income. 

Mrs. Kexiy. Will we have the right to authorize it again, where 
it should go, or who will? 

Mr. Dron. Congress will have to authorize and appropriate it 
again. 

Sin. Ketiy. Only the dollars? 

Mr. Duion. That is correct, only the dollars, and as far as the 
funds that go to the Development Loan Fund are concerned, the local 
currencies, the excess local currencies, those will go to the Develop- 
ment Loan Fund to be used for its purposes—in other words in con- 
junction with the dollars that you appropriate for it. 

(The following information was subsequently submitted for the 
record :) 

MutTvuAL SECURITY 


ICA-financed loans repayable in foreign currencies * 


{In thousands of dollar equivalent, at agreement rates] 


Value of original loan agreement: Actual and estimated through 
June 30, 1959 $758, 680 





Estimated collections of principal and interest to liquidate above 
loans by period : 

















1958 to 1960 14, 255 
1961 to 1970. 381, 219 
1971 to 1980 408, 709 
1981 to 1990 395, 988 
1991 to 2000. 245, 838 

Total principal and interest 1, 441, 009 





1So0me loans provide the option of making repayment in dollars or local currencies. 


Where the option appears in a loan agreement it has been assumed that repayment will 
be in foreign currency in lieu of dollars. 

In view of the many imponderables which can arise during any of the specified 
collection periods it is not possible to predict requirements of foreign currencies 
by the U.S. Treasury for sales to U.S. Government agencies for payment of obli- 
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t gations abroad. In the absence of such figures no reasonable prediction can be 
made of the value of the remaining balance which is recommended for deposit 
as a credit to the Development Loan Fund in section 401(a) of the proposed 
d Mutual Security Act of 1959. 

Mrs. Keiiy. Under 516, I would like a further explanation some- 
time; has local currency been waived or canceled by the President 
under that section? How much and in how many countries—local 
currencies ¢ 

I mean you can give me these answers if you will, please. 

Mr. Ditton. We will verify exactly what you have in mind there. 

Mrs. Ketuy. Furthermore, I am overwhelmed by the request for 
. countries in the Middle East. Jordan, Pakistan, and Saudi-Arabia. 
You have practically nothing for Israel; a little old 1.6. And then 
returning to Europe—glancing at them quickly—I see a big increase. 
y I do not object to anything for Turkey and I do not object to anything 
for Greece, but in reference to, say, France, is this for missiles and so 
forth which you haven’t agreed upon yet? 

Mr. Ditton. No; there are no figures in there for military assist- 
ance for items that have not been agreed on yet; no. 

[Security deletion. ] 

Mrs. Ketxy. I will have to check those later on. 

: , Mr. Ditton. The military people can give you full information on 
that. 
Mrs. Ketuiy. Then I would like to know if we have done anything— 
I sappont that is military, too—to increase the construction of and the 
t distribution of the G-91 program. 
Mr. Ditton. We have. 

Mrs. Ketxiy. Has any of this plan been completed for NATO? 

Mr. Driion. No; they are not off the line but we have authorized 
pe and we are going ahead on a combined program to build the 

-91. 

Mrs. Kexry. In this program. 

Mr. Driton. In the 1959 program. 

Mrs. Ketiy. As of last year they could have produced some. It 
8 was already in production. 

Mr. Ditton. I am not familiar with the detailed times when they 
come off the production line, but the Defense witnesses will give you 
that information. 

Mrs. Keury. All right. 

Chairman Morean. Mr. Dillon will be back in open session again 
on Tuesday. The second bells have now rung and the committee 


' jt tb D> 


D stands adjourned until 10 o’clock tomorrow morning. 

P There is a joint session of Congress tomorrow and we will have to 
adjourn at 10 minutes of 12. Therefore we are going to begin our 

5 hearing at 10 o’clock. 

D Mr. Futon. I want to welcome Secretary Dillon. I think he is 

: doing an excellent job as Under Secretary for Economic Affairs and 

3 hope he will continue. 

‘ Whereupon, at 12:15 p.m., the committee adjourned to reconvene 

D at 10a.m., Wednesday, March 18, 1959.) 


SE el -—s 








ok + 8h ST HES ail SSSA STOOL Hw sae SUA + 














MUTUAL SECURITY ACT OF 1959 


WEDNESDAY, MARCH 18, 1959 


House or REPRESENTATIVES, 
ComMITTEE ON Foretcn AFFarrs, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a.m., in room 
362, House Office Building, Hon. Thomas E. Morgan (chairman) 
presiding. 

Chairman Morean. The committee will come to order. 
> We open our third day of hearings on the mutual security program 

or 1960. 

We have tried to start a little earlier this morning because it is 
going to be necessary for us to adjourn at 11:50 on account of the joint 
session honoring the President of Ireland. 

The Secretary must be in the Speaker’s office at 11:55, so we would 
like to move along as rapidly as possible. 

Our witnesses this morning will be the Secretary of Defense, the 
Honorable Neil McElroy and, following his statement in _ sessio 
we will have the statement of Gen. Nathan F. Twining, Chairman o 
the Joint Chiefs of Staff. 

Mr. Secretary, if you are ready, you may proceed first. 


STATEMENT OF HON. NEIL McELROY, SECRETARY OF DEFENSE 


Secretary McEtroy. Thank you, Mr. Chairman and members of the 
committee. I would hope that in the questions that follow there might 
be consideration of the fact that General Twining and I will be fol- 
lowed by members of the Department of Defense who have the specific 
responsibility for the administration of this area of the work of the 
Department, and that it would be understood that the more detailed 
questions that might be in the minds of the committee members could 
be better answered by those witnesses, who I understand will appear 
before you later this week. 

We will accept any questions, of course, that you want to ask, but 
I have said this ay because I think that your time can be better 
used in questioning General Twining and me on some of the broader 
aspects of this program. 

have been given a number of opportunities to appear before 
committees of Congress to express my views pertaining to the national 
defense. None of them have I welcomed more than this—because of 
my strong feelings regarding the importance of the subject this com- 
mittee now has under consideration. 

The Acting Roaretaty of State has already testified with respect 
to the important contribution the mutual security program makes to 
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the furtherance of United States foreign policy objectives. My own 
remarks will, therefore, be directed to the military assistance pro- 
gram, and specifically to its essentiality as an integral part of our 
own national defense. As you know, the executive branch is request- 
ing new obligational authority in the amount of $1.6 billion for this 
program in fiscal year 1960. 

There can be no question about the objective of our defense pro- 
gram. It is to maintain a military position of such strength that 
first, no nation will attack us because he will know that we can inflict 
unacceptable damage on him in return; and second, local situations 
of tension can be prevented from breaking into war or can be con- 
tained if military conflict does begin. 

This means that we must have military strength not only on this 
continent, but in the whole periphery of the free world where ag- 
gression is apt to occur. It has been many years since we could regard 
our frontier as the coastline of this country. We have long recog- 
nized that the advance of international communism anywhere weak- 
ens the security not only of the free world, but of the United States 
itself. Aggression must be stopped. Our defense is tied inevitably 
to the defense of the far-flung frontiers of the free world. We can 
expect one probing action after another in which the Soviets or the 
Communist Chinese test our willingness and ability to resist. If the 
free world cannot stand up firmly to these probes when they are ini- 
tiated, we may well be faced with a major conflict as the Communists, 
pressing ahead with their win-by-threat policy, make it imperative 
that at some point we meet the issue squarely. 

It is most unlikely that the United States alone could hold all 
these varied fronts dispersed widely around the world. The concept 
of a strength created and maintained by joining the capabilities of 
ourselves and our allies is thus basic to our whole security program. 
If our allies do not remain strong, our whole security concept will 
need radical revision and the burden placed on our own resources 
will be immeasurably greater. 

We are most fortunate in the fact that in most of the areas where 
international communism might seek expansion, there are countries 
which are friendly to us and look to us for leadership. These nations 
have the will to resist, and they have the manpower. In many cases 
they do not have the resources. Without assistance they cannot sup- 
pe military establishments adequate to defend themselves. If we 

o not buttress them with the resources they need, and help them with 
the training necessary to prepare them for modern warfare, they will 
succumb to communism either through military action or through the 
kind of civil disorder and deterioration on which communism thrives. 

We cannot let this happen. Each Communist success is a new 
ee ge tare to those who would cast their lot our way, and a new 
source of vitality and momentum for the aggressors. 

In my judgment it would be shortsighted indeed if this Nation 
a over $40 billion on its own Military Establishment and then 

eclined to spend the much smaller sums needed to maintain and 
modernize the forces of our allies which are essential to our whole 
defensive concept, and without which our own military expenditures 
would have to be enormously increased. 
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I recently was privileged, as I am sure several of the members of 
this committee have been, to see at first hand the operation of our 
military assistance program in a number of countries in the Far 
East and Southeast Asia. I wish every Member of Congress could 
visit countries like South Korea and see what can be done when the 
United States supplies its know-how and resources to a nation deter- 
mined to put them to good use. This, as you well know, is an active 
front; guns are facing each other across a hot boundary line; troops 
in forward dugout positions are on continuous 24-hour alert. If 
the South Korean forces which join our own and other United 
Nations units in holding this front were not well trained and well 
supplied, we would either have to throw in far larger forces of our 
own or move out with the knowledge that South Korea would fall as 
another victim to Communist aggression. 

A dramatic illustration of our program at work was given at Que- 
moy where Nationalist Chinese engaged Communist Chinese aircraft 
and shot them down at a ratio of 8 to 1. They used American 
equipment and American training—both were essential. If the Na- 
tionalist Chinese had not been able to defend themselves, either 
Quemoy would have been lost or we would have found ourselves 
engaged in war with the aggressing Communists. 

Five years ago South Vietnam was demoralized from the effects 
of a bitter war and hardly had the strength to provide even a mini- 
mum amount of its own protection. Today, with their own courage 
and energy, together with our assistance, the situation has improved 
tremendously. They are now able to maintain civil order at a time 
of possible future crisis ; and while South Vietnam could not, of course, 
stand up against an attack backed by the Sino-Soviet forces, it could 
defend itself against an invading neighbor and hold the line long 
enough for the Western World to come to its aid. 

A prime example of the value of our mutual assistance program, 
of course, is the role it has played in the development of NATO 
defenses. It is no exaggeration to say that the fact that there has 
been no aggression in Europe since NATO was formed in 1949 is due 
primarily to the strengthened military posture and sense of collective 
security engendered by the military assistance program. The stanch 
stand of our NATO allies with us on the Berlin situation over the past 
3 months exemplifies NA'TO’s cohesion and solidarity. 

There are many other examples. They add up to a most impressive 
supplement to the total forces defending the free world. 

ie measure of the magnitude is gained from noting that the 

ound forces of our allies comprise today over 5 million men; naval 

orces, 2,500 combat vessels; and air forces, about 30,000 aircraft, of 
which 14,000 are jet. One can see their importance, and the problem 
we would face if we had to meet these military requirements with our 
own forces. 

I have emphasized the contributions which our allies make to the 
collective security—and therefore to our own security—in the form 
of military personnel and equipment. I could just as well have em- 
phasized the fact that without staunch and stable friends overseas 
we would not have the network of overseas bases which is so vital to 
our military operation. Our Strategic Air Command is consider- 
ably strengthened by its ability to operate from advanced overseas 
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bases. The operations of our Navy are greatly helped by being able 
to use overseas facilities. Our Army can respond with far more 
dispatch to such situations as that in Lebanon by having advanced 
staging areas from which to operate. 
ritics of the program point to instances of inefficiencies or ex- 
amples of money being spent unwisely. I am afraid it is true that in 
any operation of this size and geographical scope, with the pressures 
of urgent political necessities with which one must deal in various 
arts of the world, such examples are very apt to exist. We are mak- 
ing a determined effort to reduce or eliminate them and the conscien- 
tious study of the problem made by your own Subcommittee for Re- 
view of the Mutual Security Programs is rendering a constructive 
service by helping us dig out examples of deficiencies. However, I 
think it would be a critical mistake to curtail the program because of 
isolated instances of waste and inefficiency representing a small per- 
centage of the total. When a city finds shortcomings in a police force, 
it does not abolish the force; the city works to improve it and correct 
the deficiencies uncovered. 

One of the things that has puzzled me since coming to Washington 
has been the difficulty we encounter in developing a broad understand- 
ing of the importance of the mutual security and the military assist- 
ance part of the program. When General Twining was asked by a 
member of the last spring whether he would recommend 
restoring all the dollars that had been cut from the mutual security 
Brogtem before consideration of any possible increase in the regular 

efense budget, he replied forcefully that he thought these dollars 
could balan spent in the defense of this Nation by putting them 
into mutual security. The individual chiefs of the military services 
later authorized the chairman to say that they unequivocally agreed 
with him. This, it seems to me, is impressive testimony. 

For each dollar we have spent during 1950-58, the nations receiv- 
ing military assistance from us have spent more than $5. In fact, 
the 1958 effort was at a rate of $7 for every dollar of military assist- 
ance received. These countries are spending this for their own de- 
fense, of course; but this defense effort is also supporting our objec- 
tives as the leading nation of the free world. It is hard to see how 
we can possibly get better value for our dollar than by helping these 
nations stand on their own feet and carry their part of the feat 

The record of achievement thus far is one that more than justifies 
rededication to the principles of military assistance and collective 
security. All over the world, at points of greatest potential danger, 
the fighting forces of our partner nations stand ready to take the 
brunt of initial attack on any scale and to hold the line until rein- 
forcements can be rushed in to restrain and drive back the aggressor. 
This international cooperation has, in less than a decade, created a 
common defense posture in the free world which has successfully 
checkmated Sino-Soviet aggression and maintained the difficult peace 
which still prevails. Speaking as one primarily concerned with mak- 
ing certain that our defense is strong enough to meet whatever tests 
it may face, I strongly urge support of a program which contributes 
so much to our own national security at so moderate a cost, and which 
joins the forces of the free world in an effective military alliance 
committed to the preservation of the peace. 

Chairman Morcan. Thank you, Mr. Secretary. 

General Twining. 
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STATEMENT OF GEN. NATHAN F. TWINING, USAF, CHAIRMAN, 
JOINT CHIEFS OF STAFF 


General Twrnrnc. Mr. Chairman and distinguished members of 
the committee, my appearance before you today to talk about the 
military assistance program is an opportunity which I welcome. 

Far too many of our own American people are not aware of the 
positive contribution made by the military assistance program in pro 
moting the foreign policy, national security, and the general welfare 
of the United States. 

Let me say here and now that I do not regard this program as a 
vast boondoggle. This label is a direct slap to our allies and to our 
own country and a source of comfort to our adversaries. The mili- 
tary assistance program plays a considerable role in insuring the sur- 
vival of the United States and the free world. 

We must, as Americans, also be aware that in free societies, the 
Armed Forces are not maintained at the expense of the national econ- 
omy, but rather provide the necessary security which makes national 
development and national survival possible. Without security, there 
can be no national development—only capitulation. 

Today the national survival and continued national development of 
all countries of the free world depend more than ever upon the collec- 
tive security arrangements in existence between the allies. 

The threat to the free world is not decreasing. Today those who 
would enslave free men everywhere are embarked upon broad _ pro- 

ams in the military, economic, political, and psychological fields, all 
Seaigned to destroy the free world. These are the cold and brutal 
facts of life in the world today. 

I have painted this threat in great detail to various committees of 
the Congress. I have repeatedly stated that we can counter this 
threat and insure the survival of the free world if we do not weaken 
in our determination to preserve the free world alliance. 

Our free world alliance is essential to our own national security. 
The military capabilities of the alliance are developed in a large part 
through our military assistance program. If this program is weak- 
ened or reduced to insignificance, our adversaries will have achieved a 
major victory without firing a shot. 

We can look about us in the countries of the free world today and 
see all too plainly the visible results of our military assistance pro- 

am. This program has made a major contribution to world peace. 

n less than 10 years, it has made possible the buildup of allied 
military strength and the development of a corresponding will to re- 
sist aggression. So far, the program has served its purpose as a deter- 
rent to general war. 

I would like to give this committee a brief rundown of the benefits 
which I believe come to the United States as a result of the military 
assistance program. 

First, the free world ‘has a substantial military capability which 
could not have been achieved without the military assistance pro- 
oe If there is some alternative program that could be substituted 

or the military assistance program, I would like to know about it. So 
would the Joint Chiefs of gta J 

The military assistance program furnishes vital support upon 
which the effectiveness of our military alliances depends. I have al- 








PPR CCD Fm 


72 


ready pointed out that I consider these alliances to be essential to our 
own national security. 

Our military assistance program constitutes an important part of 
the consideration given in return for the establishment and coopera- 
tive use of our overseas system of bases and facilities. The import- 
ance of these bases and facilities to us is highlighted by the repeated 
Soviet attempts to deprive us of them. There can be no better reason 
for their continued existence. 

The military assistance program promotes a climate of mutual in- 
terest, confidence, and reasonable safety essential to the economic 
growth and progress of the nations of the free world. As Ameri- 
cans, we realize that it is in our best interests to participate heavily 
in the free world effort to create a climate of security essential to 
peace and progress. 

Without our military assistance program, the United States would 
require more men under arms both at home and overseas. If we were 
to maintain forces sufficient to match the Communist bloc in military 
strength or resources at points of possible aggression around the 
world, the cost to the United States would be far in excess of the $22 
billion furnished under the military assistance program and the $141 
billion spent by our allies during the years 1950 to 1958. 

We simply do not have the manpower or materials to take on the 
defense of the entire free world eae At the same time, I firmly 
believe that the defense of the free world is inseparably linked to our 
own defense. 

Our military assistance program provides the United States and 
the free world with the military means to cope with cold war situa- 
tions and has served in some measure to date to deter limited and 

neral war. The past year has presented a number of sharp chal- 
enges. In each, we must attribute a portion of our success in deter- 
ring general war and limiting local aggression to our continued ef- 
forts under the military assistance program. 

If I can leave only one last parting thought with this committee, 
I would ask that you keep in mind my views that our military as- 
sistance program is a vital and integral part of our overall defense 
posture. The day is past when we can risk going it alone. 

If a substantial part of the free world falls or slips behind the Iron 
Curtain, our chances of being able to defend ourselves must dim in 

roportion. The gauntlet is on the table along with the blue chips. 
he stakes were never higher than they are today. 

Any limitations or uctions in the program would virtually 
eliminate all modernization and force improvement needed to accomp- 
lish the military assistance program force objectives. 

Thank you very much. 

Chairman Morean. Thank you, General Twining. 

The Secretary has requested me to say that he feels he can answer 
questions more fully and freely in executive session, 

On yesterday a controversy broke out in committee as to whether 
or not we should go into executive session. Let me say that I take 
full responsibility for going into executive session. 

At the request of the witnesses today, we are going into executive 
session. I can assure the press and those sitting in the audience who 
op patente that, as soon as this testimony is edited, it will be 
released. 
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I think this arrangement will be satisfactory to everybody on the 
committee. Therefore, the committee will now go into executive 
session. 

(Whereupon, at. 10:35 a.m., the committee proceeded in executive 
session. ) 

EXECUTIVE SESSION 


Chairman Morean. The committee will be in order. 

Mr. Secretary, if it is all right with you and General Twining, we 
will consider you as a team and each member of the committee may 
direct his questions to either one of you, and if either of you want to 
add to what the other says, we will be glad to have you do so, 

Secretary McExroy. That is fine, Mr. Chairman. As a matter of 
fact, General Twining and I have been doing this with some consis- 
tency since the first of the year. 

Chairman Morgan. General Twining, have you read the Draper 
report ? 

Toasts’ Twrninc. I have read it very hurriedly ; yes. 

Chairman Morean. Do you agree with the increased military as- 
sistance for the NATO organization recommended in the Draper 
report ¢ 

Sinical Twrnine. I think the report has some very good points. I 
agree with it and feel that it contains some good recommendations. 

Chairman Morean. And you feel that, due to the crisis in Berlin 
and the general situation in Europe, that our NATO organization 
pene pom military equipment, new, modern equipment as soon as 

ossible ? : 

. General Twrnina. We are modernizing and I think we should con- 
tinue it. If we don’t have sufficient funds, modernization is the one 
thing that will suffer. 

Chairman Morean. General Twining, then you feel very strongl 
that any cut at all in the authorization requested in this bill, $1.6 bil- 
lion, would definitely hurt our military effort all over the free world? 

General Twrn1na. I feel that this $1.6 billion is the absolutely irre- 
ducible minimum. We must have that. 

Chairman Morean. General Twining, you are familiar with the 
pipeline figures on military aid? 

General Twinina. Yes, I am. 

Chairman Morgan. You feel any reduction in the $1.6 billion would 
seriously damage our flow of military aid in the pipeline? 

General Twintne. I certainly do and I think in the years ahead this 
may have to go up in order to continue the modernization of the forces, 

hairman Morean. Thank you, General Twining. 

I have no questions for you, Mr. Secretary. 

Mrs. Bolton. 

Mrs. Botton. Thank you, Mr. Chairman. | 

I have been very much interested in reading some of these reports. 
One was the Draper report and I would like to pursue the pipeline 
matter for a moment. 

Am I right in understanding that the cuts that were made last 
year made it necessary for you to take from the pipeline too much, 
so that the flow will be impeded unless it is accelerated a little at 
this point ? 

Secretary McEtroy. That is a fact, Mrs, Bolton. 
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Mrs. Botton. I think it is very difficult for the people at home to 
understand those things. 

Secretary McExroy. It is most difficult. The piptios was very 
adequately filled up at the time of the Korean war. However, durin 
the years since then we have been able to accept authorizations o 
considerably less than our deliveries, thereby drawing down the pipe- 
line. This is something which I think has been most difficult for the 
average voter to understand. We are now, as this committee well 
knows, practically at the point—in fact, we are at the point where 
reduced authorizations mean reduced deliveries. 

Mrs. Botton. So if there is a rather large cut made in the mili- 
tary budget as presented it would really put us in a very difficult 
position ? 

Secretary McExroy. I think it would be a critically difficult posi- 
tion. To me it is unthinkable that the fi of $1.6 billion should 
be cut by 1 dollar. I have confidence in the right thinking of Con- 
gress in a matter of this kind and believe they will not cut it. 

Mrs. Bouton. I think of one phrase in the Draper report, that “it 
would be a first step into that last ditch.” I think it was a vividly 
dramatic little phrase and it does express it; does it not? 

Secretary McExroy. Yes, it does. 

Mrs. Borron. In the various things that are here before us, it 
grows increasingly important for us to continue the confidence that 
other countries have in us; doesn’t it ? 

Secretary McExroyr. This is a major factor in this entire program. 
It is not only important materially, but also important psycho- 
logically to our allies. 

rs. Botton. If we do not have that, then we, of course, cannot 
expect them to take what we say, or play with us; can we? 
retary McExroy. No; and certainly General Twining could at- 
test to this professionally better than I, but there can be no doubt that 
a will to resist is as important as the possession of the facilities with 
which to resist aggression. , 

Mrs. Botton. Of course. 

And the whole method that is being used in this country to counter- 
act this legislation, to prevent it, would seem to you a very serious 
matter; wouldn’t it? 

Secretary McExroy. I have meant everything I have said in my 
statement. I think this is just as important as any essential part of 
our own military Vi . 

Mrs. Boron. 4 that our military program could not possibly 
continue at the rate that it now is. It would have to double and triple 
and quadruple. 

Secretary McExroy. The only other alternative in my mind would 
be to gradually withdraw to a fortress America concept to get along 
in the world, which is a short road or a long road, whichever it may 
turn out to be, to ultimate defeat of this country. 

Mrs. Bouron. You would be in accord both of you, with the hope 
that we could get over to the people of the country that this is not a 
matter of a 2-year or a 4-year program, but that is a matter which 
must be pursued until the enemy 1s finished. 

Secretary McExroy. I think it is important that this be under- 
stood. It would be a disservice to the American public in my mind 
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to suggest that this is a 1-year or a 2-year or even a 3-year program. 

Mrs. Borton. I have thought of that so long and i have wished 
there were more ways of getting it over to our people. 

Secretary McEnroy. f think we have polaetad that where, by the 
judicial application of economic assistance the capabilities of our 
allied countries have grown so that they can carry more and more of 
their own oes that this has taken place. e have observed it 
in the NATO area, but there are other countries around the world 
that seem to need more. In the NATO area where the moderniza- 
tion of the forces is so very, very expensive, I think, assistance will 
be needed for some little time. 

Mrs. Bouron. Thank you very much. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnauan.’ Mr. Secretary, you point out the size of the free 
world forces in your statement as 5 million men, 3,000 combat vessels 
and 30,000 aircraft and 14,000 jets. 

Does that include just the forces of our allies with whom we have 
some type of agreement, or, in other words, is it all of the non-Com- 
munist forces in the world, is what I am driving at. 

Secretary McEtroy. Well, it is the former, covering nations with 
which we have agreements of one sort oranother. It includes NATO; 
SEATO; Anzus Treaty, Rio Pact and certain countries with which 
we have bilateral pacts. All these countries are added together to 
make these figures. 

Mr. CarnaHANn. Would it be helpful to know the size of the non- 
Communist world forces, even though we were not directly allied with 
the countries ? 

Secretary McEtroy. We would be very glad to give you what fig- 
ures we have on those. We have not included those in our statement 
because there is no obligation on, their part to fight alongside other 
nations of the free world. This is the group I presumé, Mr. Carna- 
han, that we would class as uncommitted countries—are those the 
ones of which you think? 

Mr. Carnanan, At least the countries that are striving to main- 
tain their own national independence. . 

Secretary McEtroy. Yes. We could prepare such a figure and it 
might be an interesting one to include in the record. 

Mr. CarnaHan. What percentage of that vast non-Communist 
force would our own U.S. forces be? 

Secretary McEtroy. Is this a figure that you would like to have us 
submit ? 

Mr. Carnanan. Yes; I would like to have a figure that could be 

uoted. 

. Secretary McEtroy. Let us work on this and we will prepare some- 
thing for the record but before we put it in the record, may we discuss 
it with you and see whether it meets what you have had in mind? 

Mr. Carnanan. I should be happy to discuss it with you and then 
I would want to know also the percentage of the non-Communist world 
forces which are financed by the United States. You have given a 

figure for these forces here which would probably run 10 to 15 percent, 
I suspect. 

Secetary McExroy. Well, I would think this would probably be a 

good deal more than half but again I won’t know until we have a 


883861—59—pt. 1——-6 








76 MUTUAL SECURITY ACT, 1959 


look at the figures and we will include some statement on that per- 
centage. : 

(The following information was subsequently submitted for the 
record :) ( 

The total active military strength of all services for the United States is 2.6 : 
million, while the strength of nations alined with the United States in collective 
defense agreements is estimated at 7 million and the remainder of the free world 
is estimated at 1.9 million. 

Mr. Carnauan. How do you account for the positions taken by 
many of our people that they go all out in support of our own military 
defense, which I certainly approve of, and at the same time they tend 
to be opposed to foreign aid which is a high percentage military ? 

Secretary McExroy. It is something that has been something of a 
mystery to me, Mr. Carnahan. I think you have to say that we who 
have the responsibility for explaining this program to the people of 
the country fave not done well. I plan pormasny to take on several 
speaking assignments which will be partly on the subject of our own 
defense, but which will be largely on the subject of mutual security 
because I think that I have some obligation to try to carry some part 
of this responsibility myself in view of my conviction about it. 

If you are asking why I think there has been difficulty in explaining 
this, I would say, Mr. Carnahan, that I think not too many of our 
people have yet accepted and understood the dependence of our country 
on the strength of the entire free world. I think that to them, Viet- 
nam is an extremely remote country, so is Taiwan and Korea, and it has 
just been difficult for our people generally to accept the fact that 
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their own security is to a considerable extent dependent on the se- } 
curity of these other free world countries in the way in which General t 
Twining and other members of the Joint Chiefs of Staff have stated. t 
I believe this to be true. 
Mr. Carnanan. Mr. Secretary, have you seen this report by the 
Citizens Foreign Aid Committee? ; 
Secretary McEtroy. I have seen a digest of it; yes. : 
1 Mr. CarnaHan. I see astatement here: t 
Thus our past and present foreign aid programs are consuming the equivalent 
: of 20 percent of our personal income tax collections. a 
tt Is that a correct statement—20 percent of our personal income tax t 
2; eollection goes for the *o of foreign aid ? 
3: Secretary McEtroy. I would want to go to their books and see 1 
what they are saying. I suspect that there is some kind of a twist in C 
the language there that I would want to examine; it obviously doesn’t 
say 20 percent of our total Federal income. It. doesn’t say that. e 
Mr ke seca It says personal income tax collections. I 
Seeretary McExroy. The personal income tax, as I recall it, is some 

50 percent of the total tax receipts. I am sorry to say, I don’t know. c 
Mr. Carnaunan. Foreign aid isn’t costing 20 percent of our Fed- 

eral budget ? Q 
Secretary McExtroy. What percent of the Federal budget? u 
Mr. Carnanan. Foreign aid isn’t costing 20 percent of our total 

Federal budget. 3 
Secretary McExroy. Of course not. 8 


Mr. Carnauan. The figure is often quoted that foreign aid costs 
slightly less than 5 percent. Is that perhaps correct? si! 
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Secretary McExroy. That certainly is an arithmetical fact. I 
would suspect that this must have taken certain other figures and 
construed them as foreign aid. I think we would have to carefully 
examine that to know quite what they do mean but certainly the 
amounts that we specifically regard as the cost of the mutual security 
program are in the range of figures that have already been quoted by 
you. 

Mr. CarNAHAN. In other words, we are spending around $3.5 
billion annually. 

Secretary McEtroy. About 5 percent of the total Federal budget. 

Chairman Morean. The gentleman’s time has expired. 

Mr, Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, I want to commend you on the response that you 
made to my colleague’s question a moment ago and where you said 
you were going to do considerable speaking and try to present the 
facts of this program to the people. It has been difficult for me to 
see why there should be so much opposition to a program that re- 
quires relatively a small amount of money. I don’t speak of billions 
lightly but we have requests for $40 billion for the Army, Navy, and 
Air Force and with it, $3.9 billion for mutual security for the coming 
fiscal year and if we take out the economic aid Y think anybody 
would agree the military assistance in the mutual security program 
is small in comparison and yet we have a tremendous fight over this 


sum. 

I think the people have been sold short on this most. worthwhile 
program. It has been my experience that once they understand it 
they support it so I am very happy that you are going to try to make 
the program clear. 

ow, you have mentioned the $1.6 billion. I don’t know whether 
you responded to this before I came in or not, but I notice that the 
raper committee, if I read it correctly, recommends an increase of 
$400 million above that $1.6 billion. Is it the purpose and intent of 
the administration to include this in a later recommendation ? 

Secretary McExroy. This is currently under active consideration. 
The committee report has been received so recently by the administra- 
tion that a firm position has not yet been adopted. 

I am sure there is considerable sympathy with the proposal to 
recommend some increase. Whether it will be this full increase, I 
can't say. 

Mr. Merrow. I think perhaps you make the statement with refer- 
ence to the $1.6 billion, but do you consider that an irreducible 
minimum ? nititt 

Secretary McEtroy. I do, sir. In. fact, I feel as if that is an un- 
comfortably low figure. 

Mr. Merrow. Then as to the question I was going to ask, whether 
or not, in your opinion, we should increase the figure, but if it is an 
uncomfortably low figure I assume that is how you feel. 

Secretary McEtroy. To me this $1.6 billion, as I have previously 
said in this hearing, is an irreducible figure from the strict military 
standpoint. 

Mr. Merrow. Now, in your statements this morning, on the mutual 
security program, I think you said you felt it is as essential. as any 
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money spent in the Air Force, the Army, and the Navy—I think this 
is exceedingly important. 

May I ask this: If we were not spending this money in this area, 
then it is certainly conceivable that taxes would have to be higher 
than they are now. 

Secretary McE roy. Unless we could really change our concept of 
remaining a world power, and decide to pull right back inside of 
America, it could only result in a substantial increase in demands not 
only on our financial resources but even less attractively on our re- 
sources of young men—general manpower. 

Mr. Merrow. I was going to ask the second part of that—it would 
— those conditions necessitate a much greater increase in the 

ra 

Secretary McExroy. I think itis doubtful whether we could supply 
the manpower, even with an all-out application of selective service. 
I just think there probably are not enough men and young women— 
because you would the to use both—in the United States to carry this 
worldwide responsibility on our own shoulders. 

Mr. Merrow. And you consider the allies who have been getti 
this military assistance around the world reliable, effective and would 
be most helpful to the national security ? 

Secretary McE.roy. You would have to say there is some variation 
in the strength of these many allies that we have, but it is my opinion 
and the opinion of our Joint Chiefs that even taking some discount 
here and there on some weakness of one sort or another, that the et 
gram as a whole is extremely effective in our own security behalf. 

Mr. Merrow. Now, is it too extravagant to say that if it were not 
for the program we would not be in the deterrent position we are in 
at the present time? 

Secretary McExtroy. Were it not for the program I feel we would 
not be in the deterrent position from the standpoint of local conflict. 
I thin we would continue to remain in a strong deterrent position 
as far as general conflict is concerned, but we certainly would be in a 
less ot nage! brewer even in that aspect of our military security. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. 

Mr. Secretary, I am sure you would like a clarification with refer- 
ence to the subcommittee reviewing the mutual security operation at 
this time. 

Your statement on page 5 refers to the Subcommittee for Review 
of the Mutual Security Programs as rendering a constructive service 
by pointing out examples of deficiencies. 

I trust the chairman and my colleagues on the subcommittee will 
agree that we are not just pointing out deficiencies. At least we think 
our purpose is objective. 

Secretary McExroy. Certainly. 

Mr. Burieson. We think our approach is objective. Although as 
one who has opposed this bill on several occasions, I think the sub- 
committee is trying to be helpful. Not only to the executive depart- 
ment but in the program generally. Like some other committees in 
the House of Representatives which I assume are looking for the de- 
ficiencies only, we are trying to look at both sides and to find deficien- 
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cies as they occur as well as the advantages which have accrued from 


the program. 

Mr. ecretary, both you and General Twining have laid stress on 
the importance of our oversea bases. Some feel if we have adequate 
deterrent power in missiles; if we develop ICBM’s on an equal with 
the Soviets, operating from our own soil, and if we are going to have 
submarines which can launch missiles against the cities of the Soviet 
in case attack should occur; with all of these “ifs” if. we have this 
power which you have said we have, then how long will it be before 
this emphasis is going to be diminished insofar as oversea bases and 
oversea operations are concerned, and as a result reduce the cost of 
this program ? 

Secretary McExtroy. Let me take that for a minute or two and then 
I would suggest General Twining supplement what I say. 

The need that you have for oversea bases will change with the 
change in the technology of your weapons, just as you are pointing 
out. It is certainly the belief of our military advisers, however, that 
we will have many situations of conflict between nations where we will 
not be justified in resorting to the large general war type of threat. 
Such situations as that, of course, will be the kinds of conflicts that 
we must be prepared to engage in in the future if our general deterrent 
posture is successful in avoiding general war. In order to do that, 
we have to have—or let’s say greatly benefit by—advanced bases for 
the conditioning of ships, like the one in Japan and like the naval 
bases in Franch and in Spain which are available to us and Morocco. 
We need forward bases on which we can locate divisions of marines, 
squadrons of various types of aircraft for the support of any ground 
troops that might be called upon. So the question you raise is a good 
one; we think it is so good that we ask our Joint Chiefs each year to 
review our base requirements. They have fairly recently gone through 
such a study and it has been reported to the Securit Comnail as is 
the practice each year. Nevertheless our belief is that we will be 
needing oversea bases for the indeterminant future, or let’s say as 
long as we have nations in the world like those that are opposing us 
today. 

Do you want to say something ? 

General Twintne. Well, I certainly agree with everything the Sec- 
retary has said, and I think we can take NATO as an example for this. 
When NATO was first established you will recall, the forces were 

retty meager and the economy of the countries was at a very low ebb. 
a for both reasons we went into NATO, for the economic help we 
could give and also to bolster its forces. [Security deletion.] NATO 
is getting much stronger militarily, so that will be a help there. But 
the fact 1s by having a powerful deterrent by itself in this country 
alone, with no foreign bases, no friends around the world, no way to 
help them, other than that big massive attack, that isn’t the whole 

icture because the Communists will pick up one at a time easily, may- 
economically, by threat and otherwise and pretty soon we are walled 
off and we are all alone over here and they will lick us economically, 
industrially, and every other way. Therefore, we have to keep this 
access to the free world for trade and many other reasons. So I don’t 
ever see the day—if we are going to be world leaders—that we can 
give up bases and contacts with nations around the world. 
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If we want to be world leaders let’s keep up these programs and at 
the opportune time, start cutting back. However, we are always 
going to have to have the underdeveloped countries under our wing 
if we are going to be world leaders. That is a thing we have to face 
up to. And it is going to be costly and it is going to be long. But I 
think it is worth it to the country. 

Mr. Burteson. I must assume that both of you are speaking of 
indirect conflict and not a general war with the Soviet Union? 

Secretary McExroy. We don’t see any struggle with the Soviet 
Union except in a general war kind of nature unless they are just 
putting a foot across the line to see what we do. 

Mr. Burueson. In other words, no one proposes we should attempt 
to fight a war with the Soviets on the ground, matching man for man, 
weapon for weapon. 

Secretary McEtroy. That is true of Soviet Russia and it would be 
equally true about Communist China. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. For once I don’t think I will 
take my full 5 minutes because I don’t see what more can be added to or 
found wrong with the splendid statements the Secretary has made. 
The main problem is not whether there should be such a program as 
this or why, but how to make it increasingly more effective and efficient. 

I would like to underline just one point. The kind of letters that 
come to us frequently read like this: 

Now, if you Congressmen would just cut out this foreign aid program and this 
$4 billion you are spending around the world, then we would have more for our 
streets and our schools and our hospitals and you could increase our social 
security allotments— 
and so on. 

I judge from what you both have said that you believe that if we 
were to try to save $4 billion by cutting out this program, we would not 
be able to use those $4 billion to reduce taxes or increase direct benefits 
for our people. Rather, we would have to increase our own overall 
vee a aa more than the $4 billion that we would save. Is that 
right 

Secretary McExroy. That certainly is my belief, over a period. 
You might get by for a year or two in trading on what you’ve got, but 
I certainly believe that what you have said is right—if there would 
be a change of policy that would exist over a period of time. 

Mr. Jupp. So that in the last 10 years during which we have had 
this program, we have actually saved money net for our taxpayers 
by this program, when you consider the alternative—what we would 
have had to spend for our own arms if we hadn’t had the program. 

Secretary McExroy. 1 think we have saved money and I think we 
have made possible this very large expansion of our economy. We 
haven’t talked about this at this session. It is dependent on prs eae 
available to us many of the raw materials which are available to us 
because of the maintenance of the free world structure of countries 
which can supply us with needed raw materials. —_- 

Mr. Jupp. I have no further questions, Mr. Chairman. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Yesterday we were notified there is an [security deletion]. Also in 
this breakdown to the Middle East you have aid to Morocco. Is there 
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any change in our air base situation in either one of those countries 
as a result of this [security deletion] aid? Particularly Saudi Arabia. 

Secretary McExroy. We have some problems, 

Mrs. Ketxiy. It is under negotiation. You have no more firm com- 
mitment? 

Secretary McExrroy. Saudi Arabia has accorded the United States 
rights to maintain and utilize specified facilities at Dhahran Air Field 
to conduct defined operations from that field. 

Mrs. Ketuy. You are going to try to get it as a result of this [security 
deletion ] ? 

Secretary McExroy. We are going to try to get it for a variety of 
reasons. (Security deletion]. I find us a little short of information 
on [security deletion] what you are referring to, Mrs. Kelly. 

Mrs. Ketiy. Do you mean someone didn’t tell you about it? 

Secretary McEtroy. Somebody didn’t tell the man who should tell 
me about it. 

Mr. Hays. Well, $4 billion is not much money. 

Mrs. Kextiy. When I look at the breakdown for Iran, do you think 
that the present situation in Iran warrants us giving to that country 
the amount of money you have earmarked ? 

Secretary McExroy. You are talking about Iran, now? 

Mrs. Ketxiy. Yes. 

Secretary McExroy. Yes, we certainly do think it is worth doing. 

Mrs. Ketiy. Did you have anything left over from Iraq last year? 

Secretary McEtroy. Any money left over? 

Mrs. Ketiy. Yes. We were given the information that it was our 
greatest friend in the Middle East and look what happened. 

Secretary McEnroy. Mrs. Kelly, as you realize, these often are 
countries where you play for what you expect to be a satisfactory 
relationship. 

Mrs. Ketiy. What I am really trying to say is this: I would like 
to see five times as much go into Turkey and decrease the amount to 
these other countries. 

General Twrntne. In a country like Iran, if we don’t do something 
about helping Iran, we have lost it. It is gone. And they were 
pretty courageous in standing up to Communists not long ago. So if 
we are going to hold onto them if we possibly can we must give them 
some hel . Otherwise, they are definitely gone. 

Mrs. y. You have nothing earmarked for Israel. Are we 
going to give them anything? “$1.6 million. 

General Twinine. We are going right ahead with the military aid 
program for Iran, yes. 

Mrs. Ketty. I said Israel. 

General Twrntna. Oh, Israel. 

Nothing in 1960. However, there is a small credit sale to Israel 
in fiscal’ 1959 involving the use of military assistance funds. 

Mrs. Ketty. I think we can depend on that little army out there 
and I think we should give aid to Israel. 

In bringing this program up here did you have a report from Mr. 
McGuire? 

Secretary McEtroy. From Under Secretary McGuire on what, Mrs. 
Kelly ? 
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Mrs. Keiiy. I understand he made a trip around the world for you 
to appraise this whole program. He was formerly with Defense. 
Is his report in yet ? 

Secretary McExroy. The only McGuire I know is with Defense, but 
this isn’t his area of responsibility. 

ue Kexty. He is with Defense and not under Mutual Security 
at all! 

Secretary McExroy. He is Assistant Secretary of Defense for Sup- 
Piz snd Logistics. 

rs. Ketity. Should I not ask about his report ? 

Secretary McEtroy. There is no reason why you shouldn’t ask the 
question, but his trip was not made in relationship to the mutual 
security program. 

Mrs. Ketiy. Well, the mutual security program is part of our de- 
fense. I understand he will report in regard to our supplies and de- 
fense and so forth all around the world. z that not mutual security ? 

Secretary McEtroy. In the various countries to which he went. He 
went to countries where we have our.own military forces. 

Mrs. Ketiy. What about our plans for troop deployment? For 
instance, the number you had to use in Lebanon. I understand much 
of the transport. planes used came from our allies. Have we enough 
planes for deployment in the Middle East, NATO, and so forth ? 

Secretary McExroy. Did you say some of the planes—— 

Mrs. Ketiy. I understand you used the planes of other countries. 

Secretary McExroy. In Lebanon? 

Mrs. Ketiy. Yes. | 

Secretary McEtroy. I think that is incorrect, Mrs. Kelly. 

Chairman Morcan. The gentlewoman’s time has expired. 

Secretary McEtroy. Mr. Chairman, may we answer that question ? 

Chairman Morean. Yes. 

General Twintne. We did use US. airplanes in Europe. They 
didn’t come from the United States, most of them. They were stayi 
in Europe and were used in the Lebanon operation, but they were us 
aircraft. We used no foreign aircraft. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. I am certainly happy to have you here, Secretary Me- 
Elroy and General Twining. I believe you are both doing a top flight 
and an excellent job. I hope you will continue, and wish you eve 
success. 

The mutual security program is one of the most popular programs in 
the House, and I feel that it will be very easy to answer this year be- 
cause of the difficulties that we in the United States and the free world 
have abroad. Don’t you agree? Don’t you think Congress will 
measure up and give a thumping majority to this program ? 

Secretary McExroy. I am sure Con will measure up. Iam not 
sufficiently knowledgeable about political lining up to know what the 
degree of approval will be, but I do believe that what you said 
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about demonstrations of this program during the past year should be 
convincing to Congress. I think our ability to make use of our 
relationships with our allies in establishing a strong position in Leba- 
non was effective in deterring any breakout in Lebanon. I think the 
clear evidence of the strength of the reaction of the Taiwan people, the 
free Chinese, to the attack in the Quemoy and Matsu area indicated 
in that situation also that here was an ally which had the strength to 
defend itself, and by doing so relieved us of the requirement of putting 
our own forces into what could have been a very—well, inflammatory 
situation. 

Mr. Fuiron. And Formosa was so strong in knocking down 8 to 
1 of the attacking planes in Quemoy that the Red Air Force was 
regrouped and raiilncated. Is that right ? 

ecretary McEtroy. Certainly they discontinued any aggressive 
tactics and I would assume something of that sort was a decision of 
their military command. 

Mr. Fuuton. Then the foreign-aid program in Formosa has been 
surprisingly successful because they have been strong enough to defend 
themselves. 

Secretary McEtroy. That is our opinion, yes. 

Mr. Fuuron. The reason the United States needs. the more than 
250 major defense bases we have scattered around the world is; first, 
to maintain the freedom of the seas; secondly, to maintain the freedom 
of the air; thirdly, to have the time gained through the added distance 
to have advance warning on any aggression against our own country 
and the free world; and, fourth, to protect the natural resources and 
trade of the free world. These are very vital defense requirements, 
aren’t they ? 

Secretary McExroy. All four of those are. | 

Mr. Fuuron. Any vote against or crippling in large part, this kind 
of a program in sustaining these bases is a vote in part to abandon 
Spat = itional position of America on those four items, is that not 
right 

Secretary McExroy. By implication it would have to be. 

Mr. Fuuron. As to congressional votes on the U.S. foreign aid pro- 
gram I would point out: In 1952 we have 355 Members who voted 
out of 434 total membership. In 1953, 388 Members voted it. In 1954, 
385 Members voted on it. 

In 1957 it. went up to the incredible total of 408 Congressmen out of 
432. In 1957, there were only 24 not voting on this program. 

In 1958 it passed by 259 yeas, to 134 nays; 393 Congressmen actually 
present and voting on the p 

Re you would conclude it is a rather popular program, wouldn’t 

ou 
. Secretary McEtroy. It is a program that certainly encourages par- 
ticipation by the Congressmen in the decision. 
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(The following table was subsequently supplied for insertion in the 


record 


Votes on passage by the House of the Mutual Security Acts of 1952 


through 1958 

































































Yeas Nays Totals 
Mutual Security Act of 1952 (H.R. 7005): 
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1 Voice vote 


Mr. Furron. May I finish on one more point: There is always talk 
of when we are going to reduce these programs. We must look at 
the various areas and see where we have already reduced the figures 
by large amounts because of the successful meeting of the purposes of 


the program in these areas. 
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For example, on military assistance programs, shipments to Eu- 
rope in fiscal 1953 were $2.8 billion; in 1954 it came down to $2.1 bil- 
lion; by 1956 it was $1.7 billion; by 1957, it was $800 million; in 
1958, $700 million; for 1959, $600 million. In economic assistance, 
1949, fiscal year, for Europe it was $5,684 million and it came down 
in the year 1955 to $201 million. It is now down to $77 million in 
fiscal 1959 and $64 million proposed in fiscal year 1960. That is quite 
a reduction, isn’t it? 

General Twin1Na. That is right. 

Mr. Foutton. We are moving to where we get sufficient area 
strength through these programs to reduce the amount of money going 
in every place we can, are we not? 

General Twin1na. That is correct. 

Mr. Fuuron. That is all. 

Thank you, 

Chairman Morgan. Mr. Hays. 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. Secretary, in your statement on page 6 you said: 

When General Twining was asked by a Member of Congress last spring 
whether he would recommend restoring all the dollars that had been cut from 
the mutual security program before consideration of any possible increase in 
the regular defense budget, he replied forcefully that he thought these dollars 
could better be spent in the defense of this Nation by putting them into mutual 
security. 

Now, I have a series of questions that I think can be answered by 
“ves” or “no.” 

Do you think that the money we put into [security deletion] was 
better there than it would have been in our defense budget? 

Secretary McExroy. [Security deletion] turned out badly, I agree. 

Mr. Hays. Do you think the money put in [security deletion] this 

me wont have been better in [security deletion] than in our defense 

udget 

Genera Twrntnc. We are not talking about individual countries, 
we are talking about the overall program. 

Mr. Hays. I want to talk about individual countries because you 
are giving money to individual countries. 

General Twinina. I was talking about the overall program. I 
wasn’t picking out [security deletion]. 

Mr. Hays. In other words, then, what you are saying is if it goes 
badly you weren’t talking about that, but if it goes well you were 
talking about it? 

General Twrntna. I will admit as the Secretary said when he 
opened up here, some of these things have gone badly and some 
haven’t been administered well, but we shouldn’t throw the whole 
program out because we made a couple of mistakes. 

r. Hays. Nobody is talking about throwing out the whole pro- 
gram. Don’t put words in my mouth. I am talking about whether 
you think it is wise to give money to specific countries. I would like 
to know whether you think it is wise to give money to [security dele- 
tee all three when they are planning to go to war with each other? 

These are the things that’ we are going to have to defend on the 
floor. Now, you don’t want to defend them here. 
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Don’t forget I have supported this program every year since I have 
been in Congress, but I don’t like to be put in the position of support- 
ing ridiculous thi 

General Twintnc. Well, we certainly don’t want to support any 
ridiculous situations. 

Mr. Hays. Do you think the money you are planning in 1 
amount to be given to Bolivia would be better in Bolivia than it would 
be for our national defense pon 

General Twintna. Well, I think the State Department has to take 
a look at that one. 

Mr. Hays. I agree with you. 

I would like to ask somebody another question—— 

General Twrn1nea. There is no military program for Bolivia. 

Mr. Hays. I am sympathetic with your position as a general and 
your position as Secretary of Defense. Now, maybe the President 
was misinterpreted but the headlines said as a result of the President’s 
news conference, “We are not. going to fight a ground war in Europe. 
This would be ridiculous.” 

The Secretary of State, the Acting Secretary of State came up here 
and said, “We need thismoney for our shield.’ 

Now, are we going to use it for our shield or don’t you think it 
would be better if we didn’t tell the Russians what we are going to 
fight with or where we are going to fight ? 

In other words, if they march into Berlin, we are not going to un- 
leash a missile at them, are we? 

General Twrnine. If the Russians—— 

Mr. Hays. Yes. 

General Twrntne. That is our policy. 

Mr. Hays. We are going to throw a missile at them if they come 
into Berlin? 

General Twrnina. If the Russians attack U.S. forces or any NATO 
forces. One attack is an attack against all. 

Mr. Hays. Suppose the East Germans bar the highway and the 
airlanes to any supplies to Berlin. What are we going to do with our 
ground troo 

General Twrntna. That is something we can’t discuss. That is in 
the planning stage now and I would rather not discuss it. 

Mr. Hays. If you were in Khrushchev’s place and the President of 
the United States said we weren’t going to use our c= forces in 
Europe, would you consider that an invitation to be a little more bold? 

General Twintna. I certainly would not because we have told them 
many, many times what that would mean. 

Mr. Hays. Well, then, don’t you think somebody ought to make it 
perfectly clear that a missile war is what it does mean? 

General Twintna. It is certainly clear to me. 

Mr. Hays. I am afraid the papers miss the point. 

General Twintna. And I think the President made it clear. 

Mr. Hays. If he did, I think the papers missed the point, because 
the whole thing they emphasized was that the President said we 
weren’t going to fight a ground war. 

Now, if that is true, what is our shield for? Why are we spending 
the money on these met I have been a supporter of this program. 
I have fought for the NATO program as hard as anybody in this 


Congress. 
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General Twinrnc. The shield force was developed by the NATO 
and it comprises all the ground forces and air forces other than the 
retaliatory force and the Navy forces. 

The shield force.must be strong. It is strong and it is getting 
stronger. It is in the forward position. Now, if there was no shiel 
force at all, no military forces there, it would be very simple for the 
Reds to just move in and take over like they did before NATO was 
established. 

Mr. Hays. I agree with you up to that point. Now, if the Reds 
do start to move in our shield will rane operative; is that correct ? 

General Twinina. That is correct. 

Mr. Hays. Along with, presumably, the ICBM. 

General Twintne. If Russia attacks the shield forces [security de- 
letion], if the Russians move against this shield force in force, that 
is a general war. And the shield forces will hold. 

_ - samp The shield forces will fight and the ICBM’s will be used 
as well 

General Twrn1nea. I didn’t get that. 

Mr. Hays. The shield forces will surely fight, won’t they ? 

General Twintna. They will definitely fight. 

Mr. Hays. That is what I am trying to get at, and that is the thing 
I don’t think the public had clearly in mind. And I am not trying 
to do you any disservice by clearing that up. I think it is a thing 
that needs to be cleared up. 

Secretary McEtroy. May I speak to that? 

Mr. Hays. Yes. 

Secretary McEtroy. I think there is a natural misunderstanding of 
this and I think it isa —_— question. 

The shield has been built for the purpose of avoiding any ambiguous 
pushing or probing by the Russians or by the satellite forces which 
might chew off a little bit of territory here or a little bit there. 
If they run into no resistance, it then becomes a matter which in- 
volves national positions and negotiations and all the kind of busi- 
ness that could very well lead to a real fight to restore that boundary. 

It is believed that if you were in a position to resist and to push 
back any incursion which is of what you might call “probing” force, 
you thereby avoid the kind of situation which might later develop 
into very broad conflict. 

The President in talking about Berlin was saying this, in my judg- 
ment—and certainly he made his position clear in my opinion in 
his television speech the other night, if it had not been clear before— 
that if there is to be a real fight over Berlin that will require more 
than the forces that exist in the shield, then it will be a war to which 
the Russians have committed major forces. And if chey commit 
major forces to it, it will be a big war. 

Mr. Hays. And it would be fair to assume then that we will use 
any and all weapons that we have available, including our ground 
troops, to repel that. 

Secretary McEtroy. That is correct, sir. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Jackson. 

Mr. Jackson. Thank you, Mr. Chairman. 
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Mr. Secretary and General, I don’t share quite the same viewpoint 
expressed by the gentleman from Pittsburgh about the great popu-. 
larity of this program. Nevertheless, I consider it to be essential in the 
present state of world tension. 

There are several things that I would like to have cleared up. One 
of the greatest misunderstandings in connection with the MSA pro- 
gram are matters of the pipeline unexpended balances, and things 
of that sort. 

We have a number of new members on the committee this year 
and I think it would be helpful to them as well as to the older mem- 
bers of the committee if we could have graphically demonstrated 
on an appropriate chart, not only the present status of the pipeline 
operation, but what has actually happened during the course of the 
program since its inception. It would be helpful to me and I think 
it would be helpful to others if we could have such a chart. 

Secretary McExroy. When Mr. Irwin and his associates go into 
this program with the committee in greater detail there will be a 
chart that will illustrate this, Mr. Jackson. 

Mr. Jackson. Now, if history repeats itself Mr. Secretary, there 
will probably be an effort made on the floor of the House to strike 
from participation in the program certain countries which we are 
now assisting because of charges that they are dictatorships. 

Obviously any move of this kind to show some consistency would 
probably include Spain. 

What would our position be, taking into consideration the con- 
cept of a defense in depth, if we were denied for any reason the use 
of the Spanish bases ? 

Secretary McEtroy. Our Spanish bases, both for aircraft and for 
Navy, are very important to us and it would be a serious matter for 
~ to be denied their use. I don’t think I want to go any further than 
that. 

Mr. Jackson. Would it be a fair statement to say that the Spanish 
bases or more properly the elements of SAC on the Spanish bases, 
constitute one of the few situations worldwide where we have a time 
po in our favor in the event of sudden attack on the Western 
allies 

Secretary McExroy. Since Spain is further away from the point 
of launching of either ar aircraft or a missile attack, there would be 
a larger amount of time of warning for any forces stationed in that 
country. 

Mr. Jackson. Thank you very much. 

Chairman Morean. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, since I have been a member of this committee, some 
members have questioned whether the provisions of military aid should: 
be in the same legislation as the provisions for economic and technical 
assistance. 

Last year, as a matter of fact, a special section was included in the 
report on the Mutual Security Act which recommended that the execu- 
tive branch initiate a new study on the question of bringing in sepa- 
rate bills for military and economic assistance. 

In your testimony last year, if I remember correctly, you indicated 
there would be no objection on the part of the Defense Department. 

Am I correct in that ? 
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Secretary McExroy. You are correct. I said that last year and I 
feel the same way now. 

Mr. Se.pen. Is there any study being conducted by the executive 
branch insofar as separation of these two programs is concerned ¢ 

Secretary McExroy. It is under consideration, Mr. Selden. 

Mr. Setpen. Is there going to be any recommendation on it to this 
committee this year 

Secretary McEtroy. I would say the position has not yet been estab- 
lished as an administration position but it is under consideration. 

Chairman Morgan. Mr. Selden, I think the Under Secretary for 
Economic Affairs yesterday testified it was still under study but there 
would be no recommendation this year. 

Mr. Sevpen. He didn’t make it completely clear to me on that point, 
Mr. Chairman. That is why I am attempting to get some further 
information from Secretary McElroy. 

Secretary McEtroy. Well, there are points on both sides of this as 
I am sure you know, Mr. Selden. Our position, I think is unequivocal 
that we think that this is of a sufficiently essential nature to the defense 
of this country that we would be every glad to take it in as a part of 
the Defense Department appropriation, with the same sort of require- 
ments on us to defend this appropriation, as for any other part of 
our military appropriation. And that is our position. While I am 
not looking for more trouble than we’ve got, I think it is of that degree 
of importance, and that is the reason our position is what it is. 

Mr. Sexpen. I am very happy to know that it is the same as it was 
last year. 

Thank you, sir. 

Thank you, Mr. Chairman. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr, Chairman. 

Good morning, Mr. Secretary. 

Secretary McExroy. Good morning. 

Mrs. Cuurcn. I would like, if I may, to limit my questions to two. 
One follows up the question of the gentleman from California con- 
cerning the chart to be presented showing the diminution in the pipe- 
line, which has considerable significance to many of us. 

I noticed yesterday that when the Under Secretary was testifying, 
he said on page 9 that— 

The sharply diminished military pipeline resulted in considerable loss of flexi- 
bility. It was formerly feasible to use the President’s authority to transfer 
funds from the military assistance account to meet higher priority emergency 
requirements because the large pipeline enabled adjustment in military pro- 
grams to be made without too great difficulty. 

I wonder if when the chart was prepared, Mr. Secretary, it would 
be possible to show the transfers that have been made and the purpose 
for which the transfers were made, during the years that the pipeline 
has been gradually worn down. 

Secretary McExroy. We can certainly give those figures. Whether 
they could be charted by tomorrow I don’t know, but we will put those 
figures in such shape that, they can be given to the committee. 

Mrs. Cuurcu. In your judgment have most of the transfers been 
for military purposes of some nature or have they been general trans- 
fers for other parts of the program ? 
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Secretary McExroy. I think it has varied, Mrs. Church, but I think 
it would be well for me to ask that that be given to you in precise 
detail tomorrow, rather than for me to give you my impression of 
it. I have been informed of this but for me to recall it exactly, I 
can’t do it. 

Mrs. Cuurcu. The following is my second suggestion. I happen 
to be one of those on the committee who has consistently fought 
meat-ax reductions. I think that to cut appropriations by $100 million 
or $50 million or $48 million without knowing where the cut is going 
to go is unintelligent. 

wonder whether it would be beyond the line of reason to ask you 
to give us a differential in the program so that if and when the com- 
mittee proposes to make cuts, they can know exactly what the cut 
would involve. 

There have been times at the end of hour-long sittings near final 
action, when someone from the executive branch has come in and 
said, “If you cut this overall amount there will be so much out of 
this and so much out of that,” but you take it with a little grain of 
salt when it is presented in that late way. It would be helpful if we 
might have some idea or indication of what cutting would do on 
particular items, as we go along in the program. 

This would, I think, ward off the kind of what I term “unintelligent 
cutting” which results when you simply submit a figure and say, 
“Take off $75 million.” 

I just make that humble suggestion to you. That is all, Mr. Chair- 
man. 

Chairman Morean. Mr. Pilcher 

Mr. Prrcuer. Thank you, Mr. Chairman. 

There are some of us on this committee just as strong for some of 
these programs as youare. Some of us have different opinions on how 
some of them are being operated. 

One of my main questions you have already answered and that was 
the question of my colleague from Alabama, regarding how the Defense 
Department felt about the separation of the military program from 
the economic program, and I believe you said that the Defense De- 
partment had no objection to that, or was in favor of it. Or you 
personally. 

Secretary McE.roy. My statement was that I would be very willing 
to take this into our tos military budget and take the obligation 
for supporting this before the necessary committees and before the 
Congress as a whole. I don’t want quite to be in a position of saying 
that I want to break them up, if there is some overriding reason at 
this particular time for not doing so. We will not resist it at any 
point I can assure you of that, Mr. Pilcher. 

Mr. Piucuer. Thank you. 

Now, I believe you stated in one place that we had no NATO 
ag ion since 1949. 

s that due to our 21 divisions over there or is it due to our Strategic 
Air Command? 

General Twrnrnc. They haven’t picked up an inch of territory 
aoe this program was set up. I think it is a pretty good record for 
both. 
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Mr. Pitcuer. Well, now the pepelstoe of the most prosperous 
NATO country is about 50 percent larger than our population. Why 
is it that we have to furnish about one-fourth—in other words, I be- 
lieve there are about 21 divisions over there; is that right ? 

ren Twrnine. Actually, in NATO we have right now [security 
deletion }. 

Mr. Puvwcuer. Do you think the NATO countries are paying their 
pro rata share of the NATO program at this time? 

General Twintne. I think perhaps they could do a little better 
and I think they will and that is the one thing we are working on all 
thetime. It has improved greatly. Initially they could do practically 
nothing and the buildup in Europe, as I said a moment ago, is im- 
proving economically, industrially, and every other way [security 
deletion ]. 

Mr. Pitcuer. Don’t you believe if we started to pull—I am not 
trying to tell you how to run the military, but it seems to me if we 
would start pulling some of our forces out that would be some in- 
centive for them to build theirs up. | 

There are a lot of people in this country, with our economy getting 
like it is, and as prosperous as some of those NATO countries, and as 
much as we are buying from them now—in fact, there are just lots 
of products they are supplying in this country to our people at this 
time, and I don’t believe that they are carrying a fair load of the ex- 
pense of NATO. 

General Twinina. Well, I think they are carrying a fair load 
within their economy and, as I say, they are doing better. I certainly 
wouldn’t advise the withdrawing of troops right now. 

Mr. Pitcuer. I wouldn’t either. I am just trying to say that as 
much progress as some of those NATO countries are making—in fact 
their aan are in better shape than ours. I think they should 
share more of the responsibility than they are sharing now. 

Now, the President has indicated, as we all know, that in West Ger- 
many. If the Berlin crisis were to get too bad, we would have to use 
nuclear power. I think everybody understands that. That is true? 

General Twining. Nuclear power? 

Mr. Prrcuer. Nuclear weapons. 

General Twrnrne. Yes. 

Mr. Pircuer. Are we equipped, if that should come, in your opin- 
ion, are we equipped to knock out Russian bases and paralyze the 
Russians ? 

General Twin1ne. Well, we have plans, of course, for any attack, 
and all kinds of them. They are ei quned and up to date on how 
we will do this job. 

Mr. Pitcuer. In some of these undeveloped countries in the Middle 
East and the Far East, they have undertaken at our request to build 
up these large armies there which their economies won’t stand. 

Don’t you believe it would be better to help with economic aid, to 
help with business in those countries instead of so much military aid? 

neral Twintne. Well, I think they have to have a combination 
of both because a country isn’t secure within itself that can’t do any- 
thing else. I think they must have a certain military force and the 
country will see to that as best they can. To have perhaps a small 
police force or a constabulary or a real military force—they must 
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have sufficient stability to hold their government stable, and then it 
shouldn’t be at the expense of the economy, I agree with you on that. 
They should work toward balancing the two out. 

Some of those countries just can't do that at present. We are going 
to have to help them a little bit if we want them in the fold. 

Mr. Piwcuer. You will have to admit, though, that a healthy econ- 
omy is the strongest deterrent of communism among the masses, 

eneral Twrnine. It is a good one, sir, but you need some military 
too. 
Mr. Pivcuer. Following up Mr. Hays, though, do you think—and 
of course just a simple question, but does our huge surplus of arm 
material have anything to do with arming a lot of these countries? Is 
it just a way of getting rid of it? 

General Twinrne. I couldn’t hear that question. 

Secretary McExtroy. Would you rephrase that, Mr. Pilcher ? 

Mr. Piucuer. I say, with our huge surplus of obsolete military 
equipment, would that have anything to do with arming of lots of these 
small countries ? 

General Twin1nc. No; I don’t think it does basically. It has been 
a help because we have gotten rid of some of our obsolete equipment 
and given it to some of these countries who have never had even that 
type before so they have to learn on the older equipment before they 
can pick up the new, so it has been a pretty good balance. 

Now, we are about over that stage, however. Most of our old 
obsolete equipment is gone and we are trying now in our program to 

ive particularly NATO and the main countries modern equipment. 
ery modern equipment, and we are doing that. 

Chairman Moran. The gentleman’s time has expired. 

Mr. Adair. 

Mr. Aparr. Mr. Chairman and Mr. Secretary, referring again to 
the Draper report and its proposal for an additional $400 million, if 
you do not recommend an increase in the military from $1.6 billion to 
$2 billion, ought we to assume that you disagree with the conclusions 
of that report with respect to the $400 million ? 

Secretary McExroy. The only question I think will have to be 
whether the amounts are deemed to be in relationship to the need. 

We don’t have any question that some increase in the amounts 
allocable to NATO medernization are needed. The only reason we 
are being a little bit uncertain here this morning is that we haven't 
had a chance since this report has been presented to go over the items 
that have been proposed for the use of this $400 million. I don’t 
think we should leave the impression that we have any opposition to 
the Draper report; we just don’t know enough yet to comment 
positively. 

Mr. Apair. If you, as Secretary of Defense, feel that the $400 mil- 
lion is required, then you would expect to recommend the additional 
amount to the Congress? 

Secretary McExroy. This would have to go, of course, to the 
President. The President will have to do the recommending. If he 
has some different view, then as head of the executive branch, it 
would have a great deal to do with what was ultimately recommended, 
but certainly he would pay some attention to our recommendation 
because this falls strictly in the military area. 
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Mr. Aparr. I am sure that he would and that he should. 

Now, if you don’t agree wholly with the $400 million figure, would 
it be logical for us to assume that you had other differences of opinion 
with the conclusions of the Draper report ? 

Secretary McExroy. I am in trouble on this kind of assuming until 
we really have had a chance to go at this and then come to this 
committee with our conclusion. 

I would like to answer relative to what your objectives are, Mr. 
Adair, but I don’t know that I quite understand. 

Mr. Aparr. I am trying to get at your own opinion of the conclu- 
sions reached in this report. I recognize, Mr. Secretary, that you 
haven’t had very much time to study it and we haven’t either, and 
this is only a preliminary report. 

Secretary McExroy. That is right, sir. 

Mr. Apatr. But I assume someone from your Department will in 
the course of these hearings, clarify the views of the Department 
further ¢ 

Secretary McExroy. There is no question about it. We will also 
discuss this in considerable detail, or in the amount of detail in 
which this committee would want to have it discussed. 

Mr. Aparr. Thank you very much, 

Chairman Morean. Mr. O'Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Secretary, it is good to see you again, but you look about 10 
years older than you did when we saw you a year ago. 

Secretary Mciitroy. [ thought it was 20, Mr. O’Hara. 

Mr. O’Hara. Mr. Secretary, we are going to have a difficult job in 
this session to sell the program to the Sonigiens and to the American 
people. I have been enjoying your statement and the general’s state- 
ment, but you didn’t tell me anything that I hadn’t read in the news- 
papers. There wasn’t anything new in there. The diction was good. 
There wasn’t much information. 

Our people are pretty much concerned, Mr. Secretary—I think you 
will agree with me. We get these reports of a growing un-American 
feeling in Africa, in Latin America, and apparently all over the 
world, and our people come back from traveling around the world 
and they come back saying we are very unpopular. 

Then our people are saying, “Why it is we are doing all this and 
are we building any real defense ?” 

In a material sense, yes, but does that amount to anything unless we 
are building a defense in friendship among peoples ? 

Then they are concerned and there is a lot of confusion. 

I read about the development of missiles and so forth and I wonder 
whether these bases are outmoded, whether we are throwing money 
into something that belongs to the yesterdays and not the tomorrows. 

I am concerned about the situation in Moroceo. Here we figured 
it would be 50 years before independence came and we made our ar- 
rangements. We spent $2 billion for bases as a part of our defense 
and now we think we will be lucky if we can keep them for 2 years. 

What I would like to know is, Will we be in a weaker position 2 years 
from now than we are today? Take 2 years from now when we have 
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lost the bases in Morocco and other bases. Perhaps we may have 
lost Guantanamo Bay in Cuba because of that situation down there. 

Are we facing a worse situation 2 years from today than now? 

Secretary McEtroy. We don’t think so, Mr. O’Hara. If you have 
a change in the world situation which denies you certain bases, you 
would assume that your military would take whatever steps were 
needed in order to adjust its program to meet that. What we have 
said here this morning, however, is that if you do lose these bases and 
are unable to replace them with others of somewhere nearly equai 
usefulness to us that there will be a downgrading of our military 
capability. I believe that is true. 

You will have—and this is in relationship to what Mr. Hays asked 
about Iraq, and others who asked about Iraq—in any kind of a situa- 
tion where you have to make certain bets on international relationships, 
you will have some in which you make poor bets. 

This, you have got to say now, is true of Iraq. It may not be true 
2 years from now in Iraq, but it seems to be true at the moment. 

However, if you are going to be a country, as General Twining said, 
which has world leadership, this is one of the prices you are going to 
have to pay from time to time for trying to maintain world leadership. 
Otherwise you can go home. 

Mr. O'Hara. Two years ago, Mr. Secretary, I was completely sold 
and convinced that our line of bases was such that we had a retaliatory 
power that Russia would not attempt to face. Are we in an equally 
strong position today ? 

Secretary McExroy. We think we are in an equally strong position 
and we think with the weapons that we plan to have—and I refer to 
such weapons as submarine-based missiles, and I refer to a gradual 
buildup of our intercontinental ballistic missile capability, of cou 
neither one of which requires any real oversea basing—that we wil 
have not a decreasing, but an increasing capability to deter general 
war. 

General Twining can comment on this if he wishes, but I think over 
the years ahead I would see an increasing rather than any decreasing 
capability on the part of this country to deter general war. 

r. O'Hara. And in the foreseeable future will we have less need 
for bases? 

Secretary McExroy. Of course, I can’t forecast in this kind of a 
world more than 10 years ahead, I would say, with any real conviction. 
But in the 10 years ahead that I feel you can see, my conviction is that 
you will continue to need oversea bases, and considering the increasing 
dependence of this country on imports of raw materials in order to 
keep our industrial machine operating, I would suspect that increas- 
ingly from that need alone, the continued existence of oversea bases, 
which, of course, depends on the maintenance of friendly relationships 
with oversea powers, will make that an extremely desirable thing from 
the standpoint of this country, quite aside from the military importance 
of it. 

Mr. O’Hara. That will be very helpful to me in answering corre- 

ndence where they mention the growth of the missiles and see lack 
of necessity for bases. 

Thank you, Mr. Secretary. 

Chairman Morean. Mr. Curtis. 
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Mr. Curtis. Thank you. 

Secretary McExroy. Dr. Morgan, I think I must go. We have 5 
minutes of 12 on your clock. 

Chairman Morean. Mr. Curtis, both the Secretary and the general 
can return at 2:30. If the committee wishes, we will hold the execu- 
tive session in the regular committee room at 2:30. 

Will you both come back at 2:30? 

(Whereupon, at 11:55 a.m., the committee recessed, to reconvene at 
2:30 p.m., in room G-3, U.S. Capitol.) 


AFTERNOON SESSION-—EXECUTIVE SESSION 


The committee reconvened at 2:30 p.m. in room G-3, U.S. Capitol, 
Hon. Thomas E. Morgan (chairman) presiding. 

Chairman Morgan. The committee will come to order. 

When we recessed at 5 minutes of 12 it was Mr. Curtis’ time. 

Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman, This is just background 
information, Mr. Secretary. Reference was made by the General to 
the remarkable record over Quemoy, the eight-to-one victory. We 
hear so much about missile gaps and every alleged failure and we 
don’t often hear about the successes. 

I wondered if the General would like to enlarge on what he said 
just for our ay: eget information and tell us about this wonderful 
new equipment that was used, about the Sidewinders. 

General Twinrne. Well, actually, Mr. Curtis, I think it was due 
mostly to the training. We have been very busily engaged in training 
the Chinese Nationalist Air Force, and the commander is a real air 
fighter and great disciplinarian. The Chinese air force to my mind 
has developed a very wonderful air force. Not only their flying abil- 
ity, loyalty and devotion to cause, but their maintenance is good on 
the ground. They take fine care of oquiparepe and they have high 
discipline. They were trained on the F-86 type. That is a fighter 
we used during the Korean war and it is not in our service any more. 

That was the basic fighter and the Chinese Reds who were trained 
by the Russians and had Russian equipment, the MIG-17, actually 
it is a lighter airplane and has a little more performance probably 
than the F-86, but the superior ability of the Chinese Nationalists 
won out and they defeated them in every combat they had. 

They actually only used the Sidewinders one time. We put them 
on one time and they fired four Sidewinders and shot down—destroyed 
four MIGs [security deletion]. 

Mr. Curtis. General, you are an old football man, and sometimes 
a team likes to save its best plays for the big game. I hope we didn’t 
have to disclose our best plays. 

General Twining. No, sir; and we saw no need to use more Side- 
winders, If there had been much more fighting they probably would 
have used them. 

They are still training with them, however. There again sometimes 
we should be giving them more modern equipment because the Chinese 
Reds are going to get more modern equipment [security deletion]. 
Now, the F-86 can’t live forever as a fighter because the Chinese wi 
get the MIG-19 and it will be a little r so we hope to work in 
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the [security deletion] from our own service into that Chinese 
Nationalist Air Force. 

_ Mr. Curtis. That history is a gretty good argument for military aid, 
isn’t it, General ? 

General Twrnine. Surely; and they have a good army, too. They 
didn’t use it. 

Mr. Curtis. Thank you, Mr. Chairman. 

’ Secretary McExroy. I would like to make just a little observation 
there because I happened to be in Taiwan and talked with General 
“Tiger” Wang. The way he went into the stimulating of his pilots 
as they engaged in the first of these fighting engagements was a little 
bit like what you would expect out of a football or a basketball coach 
here, and it pays tribute again to what you can get in the effectiveness 
of forces from high morale. 

He told me this, and he may very well have told General Twining, 
although I don’t know whether General Twining has seen him 
since—— 

General Twrntne. No. 

Secretary McExroy. He told these people that here was something 
where they were really playing for keeps for all China. He made 
them believe this and he made them believe this also, that if they 
could make the first few kills they would have the kind of an Indian 
sign on the Communist Chinese that would probably give them a 
dominance during the ensuing engagements. [Security deletion.] 

This is almost exactly what happened because there were occasions 
in this air fighting where the Chinese Communist pilots actuall 
seemed to panic. Where they should be dodging and trying to avoid, 
there were occasions where flaps were used which practically made 
them sitting ducks. This also indicates that the ind of training 
that was made possible under the military assistance program was 
really quite a contributing factor. 

Mr. Curtis. Thank you. 

Chairman Morean. Mr. Fascell. 

’ Mr. Fascetzi. Thank you, Mr. Chairman. 

Mr. Secretary, I would like to start out my comments by first com- 
mending the Department of Defense and the Secretaries of the re- 
spective services for their desire and accomplishments to correct 
deficiencies found both by committees of Congress and the General 
Accounting Office. 

In the limited field in which I have personally had experience, I 
must say that I have been very well satisfied with the interest shown, 
of the responsibility indicated, and the effort made to correct what- 
ever errors have been found, administratively or otherwise. 

Secretary McEtroy. Thank you very much. 

Mr. Fascetu. I might also add that the military people responsible 
for this program in the countries I visited, have appeared to be, and 
I am sure they are, dedicated and conscientiously trying to do a job for 
the United States. 

However, it does seem unfortunate, and I hope that the Secretaries 
of the respective services could take this into account, that a post 
on a military mission to a country either as part of the country team 
or otherwise seems to be less than desirable. 
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These should be, and I know they are, high caliber personnel, and it 
is a very difficult job. But unfortunately because of military tra- 
dition, nonline duty is not the first kind of duty which is sought. 
I am afraid that not enough recognition is given to the efforts made 
by military people who are given these assignments, 

I see there is $96.5 million programed in Latin America for 1960. 
I wonder if you can give me the percentage of that which is allo- 
cated to training ? 

Secretary McEtroy. May I suggest, Mr. Fascell, that you hold a 
detailed question like that for Mr. Irwin, who will have all this to- 
morrow and he may even give it to you before you have to ask the 
question. 

Mr. Fascett. How about force objectives for Latin America, if 
any, General? Do we have any? Is this a program which is made 
up in the field and then sent to Washington for review ? 

General Twin1ne. Do you mean the overall, the way we set up 
the force objectives ? 

Mr. Fascetu. Yes. 

General Twin1no. For Latin America ? 

Mr. Fascetu. Just strictly Latin America. 

General Twintne. I will give you a description of how we go 
through this routine of setting these force objectives up—and this 
would apply to Latin America as well as other places. At the start 
of each fiscal year, the MAAG chief and, in some instances the country 
teams, recommend the forces to be considered for the military assist- 
ance program support. 

Mr. Fascetx. Stop right there, sir. 

In Latin America what does a country team work for, what is 
their objective ? 

General Twintna. Well, they figure—— 

Mr. Fascetu. That is as far as forces are concerned. 

General Twrn1nc. What that country would need in the overall 
strategic plan. 

Mr. Fasceitu. Agreed, but who sets that for the country team? 

General Tw1ntna. Based on what is submitted by the MAAGs and 
unified commands, the Chiefs take such recommendations and see 
how they fit into their strategic planning around the world, as you see. 
We have strategic objectives around the world. 

Mr. Fasceti. Do the Joint Chiefs of Staff fix force objectives for 
countries in Latin America? 

General Twrn1nc. We recommend them. 

Mr. Fascett. What I mean is, do you fix them preliminarily to the 
country team taking any action ? 

General Twin1ne. They are recommended, as I indicated. 

Mr. Fascett. I can understand, General, how a country team could 
initiate a program for a given country using their best judgment, 
both militarily, politically, and economically. 

What I am trying to find out is whether or not the Joint Chiefs of 
Staff or anybody else has set a goal for them to work to, to start with. 

It seems to me in Europe with the NATO countries at least you 
have Joint Chiefs of Staff setting force objectives, and you have 
agreed force objectives under NATO. Sometimes they coincide; 
sometimes they don’t. When your country team or your military 
mission sits down to plan, they are planning to fill a deficiency. 
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Now what I am trying to find out is whether or not the same 
system is used in Latin America. 

General Twintne. Yes. The Chiefs decide what they feel the dif- 
ferent countries of Latin America should contribute to fit into the 
worldwide—our worldwide planning of strategic forces. 

Naturally, in Latin America you don’t have the same problem you 
would have in NATO. 

Mr. Fascetx. I understand. All I was getting to was whether or 
not the Joint Chiefs of Staff establish force objectives for Latin 
America. 

General Twin1nc. That is right. 

Mr. Fasceti. The answer is “yes” ? 

General Twintna. Yes. 

Mr. Fasceti. Thank you. 

That is all I have, Mr, Chairman. 

Chairman Morgan. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Secretary, if the Draper report is realistic in recommending 
$400 million more for NATO, your recommendation, or request, is 
approximately $714 million for NATO. If they are at all right, then 
there is a discrepancy of about 60 percent between the two estimates. 

Do you have any comment on the remarkable difference? 

Secretary McExroy. All this is concerned with, Mr. Coffin, is the 
speed with which you would modernize. 

Rin the lesser sum, you would have to spread it over a longer period 
of time. 

The point of view of the Draper committee was that this should be 
accelerated. We know if you are going to modernize those forces, it 
is going to take a great deal of money. It is just a question of how 
rapely * do it. 

fr. Corrin.. When you stated that. military assistance program 

uests were uncomfortably low, that disturbed me. I would prefer 
to have you come in here with a request that you feel is as low as you 
can get by with comfortably. 

Secretary McExroy. I think I would have to say that we ean do this, 
we think. We would have to do just what I am saying in the case of 
NATO. We have toslow down somewhat the speed of the moderniza- 
tion. 

Now, asina good many of these military questions, how fast you have 
to do it is a judgment matter. If you are willing to go pretty close to 
the wind, you would spend this much. If you wanted to be more 
comfortable, then you would spend the larger sum. 

Now, of course, almost everybody would rather be as much on the 
comfortable side as makes sense, but there are many demands for the: 
resources of the country and I am not talking of just tax funds now. I 
am talking about human resources, scientific resources, materials and. 
all of those things. 

Mr. Corrin. Mr. Secretary, let me ask you this question: I am not 
sure that you have the data at this point but last year in discussing 
pipeline, we were given the figure that the pipeline as it existed then 
was about 18 months, a year and a half, which was the leadtime below 
which it was dangerous to go. Have you translated the pipeline fig- 
ure as of the end of fiscal 1959 into months in the pipeline ? 
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Secretary McExroy. I am sure we have—perhaps I could approach 
a little differently. This might give you the answer you want. If 
not we will go back to your way. 

I have recently gone over the program—and it has really been ped 
in relationship to the Draper committee recommendation—and said, 
“How much can we deliver in fiscal 1960 if we get an expended au- 
thorization above the $1.6 billion ?” 

The answer that was given to me was that because of the leadtime— 
which is another way of saying lack of pipeline, or lack of stuff in the 
pipeline—because of the leadtime, you could not, even though sub- 
stantial additional funds were authorized, you could not substantially 
increase the amount that was deliverable in 1960 because you’ve got 
to get it in the front end of the pipeline before it can work its way 
gradually through to the output a 

An exception to that statement would be if it became so crucially 
important to make some deliveries to your MAP-supported countries 
that you would take stocks from your regular military forces and send 
them over immediately and with the understanding that you would 
replace those out of production, which in its turn would take the long 
leadtime before it would come through the end of the production 
setup—I don’t know whether that answers your question. 

Mr. Corrr. Yes, but 

Secretary McExroy. We can get you this figure. 

Mr. Corrtn. If it is all right with you, Mr. Chairman, since we have 
used this as a yardstick before, can we have the comparable figure ? 

Secretary McEtroy. We will have that for you tomorrow, if that 
is all right, when Mr. Irwin is here, or we can put it in the record 
right here if you like and we will supply it. 

Mr. Corrin. That would be fine, Mr. Chairman. Thank you. 

Secretary McE.roy. We estimate that the carryover will be $2.6 
billion on July 1, 1959. If it is assumed that the expenditure rate will 
average approximately $2 billion per year than the pipeline would be 
equal to about 14 to 15 months. 

Chairman Morean. Mr. Farbstein. 

Mr. Farsstern. Mr. Secretary, I don’t know if this question was 
asked you this morning. If it was, disregard it. 

In view of what you just said with relation to lead time, I wish 
you would reconcile for me the expenditure of $1.6 billion together 
with the recommendation of an additional $400 million for military 
needs in view of the situation that is presently existent, with the pro- 
posed reduction of our forces to the extent of a full division. 

Secretary McE roy. I think there are two different questions. Let 
me tell you the basis on which we have moved from the 900,000-man 
Army to the 870,000-man Army, as of June 30, 1959, which I think is 
the point to which you are speaking—am I right, sir? 

Our decision to move goes back tc the recommendation in the Presi- 
dent’s budget of something over a year ago. The Congress in its ap- 
propriation act expressed its desire to have the size of the Army left 
at 900,000 and appropriated funds to support an additional 30,000 
above what the President had asked funds for. This is simply to 
put it in a factual perspective. 

We would, under ordinary circumstances, have started to move 
down on the Ist of July. At that time we were involved in two con- 
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flicts in two different parts of the world and felt that we didn’t want 
to move at that time. 

Nevertheless, the President has concluded, and I am in agreement 
with it, that with the acceptance by this administration, of the prac- 
tical inevitability of these world crises being recurrent, that what we 
should do with all of our forces is to get ourselves to a level which we 
think is sufficient and then hold. 

Now, in the President’s and my own view, the 870,000-man figure 
is an adequate figure for the ground forces of the Army. That gives 
you a total provisional structure of 14 divisions. It gives you, of 
course, in addition, the very efficient and ready ground forces which 
are the Marines, which are three sizable additional divisions. 

Going back to the Army, some rather remarkable improvement in 
quality in the Army has taken place in the last year, and this is one 
of our reasons for feeling that this reduction of about 3 percent can 
be taken without any sacrifice in the real capability of the Army. 

The improvement in the Army is first attributable to the authoriza- 
tion by Congress of the removal of an obligation that had been placed 
on us to take into the Army a certain percentage of the lower end of 
so-called category-4 draftees. These were the people who represented 
the majority of our disciplinary problems, they were people also for 
whom we had to provide schools which would teach such things as 
reading and writing and the early forms of arithmetic. 

With the elimination of that obligation we have not only removed 
70,000 of these men from the rolls but we have also discontinued 
drafting additional ones. 

To give you some idea of what the measure of improvement has been, 
we have closed three disciplinary barracks since this move. We have 
either one or two left. We have closed either three or four of these 
schools that have been organized for the purpose of teaching these 
very fundamental learning items. I don’t think there is any ques- 
tion in anybody’s mind that this has represented an improvement in 
quality of the Army that probably is beyond that which has ever been 
achieved in a single year. In addition to that, of course, the Congress 
authorized last year the application of the principles of recognizing 
unusual competency through the new pay bill, which was an applica- 
tion of the Cordiner principles, plus an application of proficiency pay, 
all directed toward improved professionalization of all of the forces 
and not just the Army. 

Those two things combined in our opinion has made an improve- 
ment in quality in the Army greatly in excess of any 3 percent reduc- 
tion. So in our opinion—this was the President’s and it was also 
mine—the move that we have made here is a move toward a level which 
we can sustain over a considerable period of time and it is adequate 
for our needs in small and large wars, particularly when you con- 
sider what we have been talking about all this morning, that the 
ground forces of our allies are the principal ground-forces element of 
the free-world strength in the world. 

Mr. Farsstern. Now, Mr. Secretary, I understand that you are in 
agreement that this is a salutary move. Yet, I inquire what in your 
opinion is the psychological reaction upon both our allies and also upon 
me opponent, that at this time, that there should be such a reduction in 
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Secretary McEtroy. Well, there is no reduction in force, there is 
no reduction in force going on at this time in Europe, which is 
where the area of potential conflict is. 

I think again the opponent we have is a very realistic fellow. He 
knows that whether we have 14 divisions or 15 divisions doesn’t make 
a great deal of difference if he has 150. The thing that is restraining 
and deterring our opponent is not our ground forces. The thing that is 
deterring our opponent is the ability of this country to deliver large 
weapons in case of general war. 

r. Farsstern. Did you read Senator Fulbright’s speech in this 
morning’s paper in which he suggested the editor of some newspaper 
presumably quoting high authority, suggested we were guilty of 
treason in that the war having started we are suggesting reduction of 
our forces? Did you read that? 

Secretary McExroy. I have heard a good many things about it, but 
that is the first time I have heard that one mentioned. 

Mr. Farssrern. It was in this morning’s paper in Senator Ful- 
bright’s speech. 

Secretary McExroy. I happened to miss that. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Saund? 

Secretary McExroy. I hope you don’t think that, Mr. Farbstein. 

Mr. Farestern. No, although I will tell you this, I don’t think we 
should at this time reduce our ground forces if only for the psycholog- 
ical reaction and I don’t think that the budget is sufficient basis for 
reduction at this time. 

Secretary McExroy. The level of the Army Forces at the end of 
March is somewhere in the range of 875,000 so there is nothing to it 
budgetwise. It is peanuts. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Secretary, let me make this personal observation : 
I think your personality, your sincerity and dedication to your job 
has made a deep impact upon the minds of the American people. It 
has impressed me deeply. 

Secretary McEtroy. Thank you, sir. If I differ it is because we 
look at things from a different viewpoint. Our objective is the same, 

Mr. Saunp. Now, Mr. Secretary, last year we gave to Lebanon—I 
chose Lebanon because Lebanon was in the news [security deletion]. 

For the fiscal year 1960 it is cut down to [security deletion] dol- 
lars. Does that have any significance? Have our relations with the 
Government of Lebanon deteriorated or does the Government of 
Lebanon not want our military assistance? What is the reason? 

Secretary McExroy. Just a minute. 

Mr. Saunp. Let me ask my next question. 

Secretary McEtroy. I can answer in general terms. Our relations 
with Lebanon have not 

Mr. Saunp. That is all I wanted to know. 

Secretary McExroy. Our relations with Lebanon have not dete- 
riorated, Judge. Our relations with Lebanon are very good. 

Would it be agreeable to you for the specific answer to that to be 
given by Mr. Irwin ? 

Mr. Saunp. Yes. 
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Secretary McExroy. He will be prepared to do that tomorrow. 

Mr. Saunp. All I was saying is, it is so obvious that we gave them 
[security deletion] last year and the country was in trouble, and tur- 
moil. Certainly they must be needing money now if they needed it 
then. We have cut it down to [security deletion] dollars. 

Are we to draw the conclusion that our relationships are not quite 
so good or the Lebanon Government does not dare get any military 
assistance or defense support from the United States—that is my 
fear, but I will find out about it. 

Secretary McEtroy. We will be thoroughly prepared to answer 
that tomorrow. 

Mr. Saunp. Mr. Secretary, I know Pakistan because I spent the 
major portion of my early life before I came to the United States in 
Pakistan. The place I was born is only 16 miles from the border, but 
I had my education in what is now Pakistan. I know those people 
and I feel very strongly for them. 

Last year we gave [security deletion] to Pakistan for military 
assistance and defense support and we gave them only $5.8 million- 
less than $6 million for technical cooperation. 

Am I correct in what I say: There was [security deletion] for mili- 
tary assistance and defense support, and that was under the control 
of the military people there. ey are the ones who had charge; 
they are the ones who had charge of spending that money and I know 
[security deletion] is a lot of money in that country. Yet there was 
less than $6 million for civil aid, what we call technical assistance. 
_ Could that have had the effect that the military became so power- 
ful—they are the ones who distributed the patronage; they are the 
ones who went out and bought the materials; they are the ones who 
paid and hired the people in the military service—they were so 
strong that whenever the general wanted it he said, “Well, you 
civilians, get out. I will take charge?” 

Secretary McExroyr. $80 million is defense support. That portion 
of the program is handled under civilian control. The defense sup- 
port is really support of an economy, as you well know, Judge. 

Mr. Saunp. This is my observation: It seems to me, Mr. Secretary 
I think we are making a mistake. We gave $5.8 million for technical 
cooperation and [security deletion] for defense support and military 
assistance. . 

The military gets more powerful and the military men come over 
i“ overthrow the civilian government. The same thing happened in 

raq. 

In this particular case in Pakistan the military general is a good 
man and he is on our side, but in Iraq he happens to be on the side 
of the Communists. 

That is why I made the statement that our military assistance, 
where it is not matched by technical assistance programs which will 
go and reach the masses of the people, is helping to build dictators. 

Now, General Twining, I have the same respect and admiration 
for you personally because I know you are a really dedicated, blunt, 
straightforward, hard-hitting military man and that is what we need, 
and thank God we have them here in the United States. 

[Security deletion. ] 
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Mr. Saunp. What I wanted to say is this: I don’t care if we mul- 
tiply this military assistance program ik fet In the southeast 
Asian countries, in the Middle East, we will never acquire that kind 
of military control and military access as the British and the colonial 
powers had. . 

I know in India they had complete control. It was a police state. 
It was the same everywhere else. a 

Now, if you think that we are picking up where the British and 
the French left off, I am afraid we are due for dire disappointment. 
We simply cannot do that. 

General Twrntne. Our system is entirely different from what the 
British use, as you know. [Security deletion. ] 

The State Department is responsible in the field of foreign affairs, 
not the military. We set the bases up. 

Mr. Saunp. I am not saying that you are going over there estab- 
lishing military dictatorship or that you intend to do that, but I mean 
that we cannot have that kind of military security which the colonial 
powers had under any circumstances because all conditions have 
changed in the world. 

Under the French and the British, the Iragian revolution would not 
have been possible because they had complete control and that is why 
we cannot follow in the footsteps of those colonial powers. 

General Twining. I couldn’t agree more. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Beckworth. 

Mr. Beckwortn. Thank you, Mr. Chairman. 

Mr. Secretary, considerable is said about the fact that our allies 
have 5 million men and they have, I believe, 2,500 combat vessels, 
some 30,000 airplanes and we have some 250 bases. 

Had we not in the last 10 years given the mutual aid that we have 
given, how many do you gentlemen estimate we would have of these 
categories of material, as well as men? I mean how many men would 
our allies probably have over there instead of the 5 million? I 
realize you would have to give me an approximation on this. 

Secretary McEnroy. That is crystal ball stuff. I think we would 
have to go to work on that. I think one of the things we would do 
would be to write off south Vietnam, for example. e could assume 
south Vietnam would not be in existence. 

Chairman Morean. How about South Korea, would you write it 
off too? You would, wouldn’t you? 

Secretary McExroy. Yes. 

I don’t see how you could have kept Taiwan. 

Again, I don’t know what pood this will do to guess what it would 
be, but it would be substantially less. 

Mr. Becxwortu. That isa good answer. Is this your opinion, Gen- 
eral Twining? 

Secretary McExroy. Yes, sir. 

Mr. Beckwortu. Of course, you readily concede that all of these 
men and all of this equipment are greatly needed at this very moment. 

Secretary McoExroy. For a preparedness posture. That doesn’t 
mean that each one of these areas is going to be attacked right away, 
but it is by being ready and having the stuff well managed, well run 
by the people who are operating it, that you don’t get attacked, of 
course. You get attacked where you have weakness. 
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Mr. Beckwortu. I was very interested in General Twining’s state- 
ment this morning and I do want to understand it. Would you say 
this mutual aid is as necessary as the defense dollar, or a little less 
necessary, or a little more necessary than the defense dollar? 

Secretary McExroy. Are you asking me? 

Mr. Becxwortu. Either. 

General Twrntnc. I would say that the mutual security funds up 
to the degree we think we ought to have them are just as important as 
the money that goes into SAC today. When you reduce one area, you 
weaken the whole plant because we are in a worldwide global busi- 
ness. 

; i you take one part of it and cut it too low, then the whole system 
olds up. 

Mr. Denmanenies: All right. In other words, it is on a par. 

General Twininea. That is right. 

Mr. Beckwortn. General Twining, what is your opinion of the 
necessary dollars that fit that category ? 

General Twintne. I think that 1.6, as I said this morning, is the 
irreducible minimum for the military assistance. 

Mr. Beckworrn. With reference to the economic aid, you don’t 
undertake to speak on that? 

General Twrntne. No. 

Secretary McExroy. I would undertake to say this, sir: We believe 
that defense support and economic assistance, to the extent that it is 
being requested by the administration, is a very essential part of this 
overall program of leadership, and the building of collective security 
and friendship around the world. If you believe, with this group of 

eople who spend so much time on this subject, that our leadershi 
in the world is an essential for world peace, and that only throug 
exercising that leadership will we attract to us the cooperative ef- 
forts of the other members of the free world toward peace, then 
we—I certainly—strongly endorse the economic and defense support 
aspects as well as the other. 

Mr. Beckwortu. And put them on a par with each other ? 

Secretary McExroy. Well, I am a little in trouble on this. I am 
a defense man and I would rather talk about the elements of the 
defense program. I think the package, as a whole, is required. 

Mr. Becxwortn. I hope I am not trying to be too insistent on this, 
but I have been interested in this from the military standpoint all 
along. Would you attach a little less significance to the economic aid 
or not, Mr. Secretary ? 

Secretary McEtroy. I would say “No, I would not,” to the extent 
it is being requested. 

Mr. Becxwortu. Now, General Twining, I want to ask you that 
“question: Would you attach a little less significance to the economic 
aid or not? 

General Twintne. Well, I think there again it is the proportion. 
The proportion has to be right. They have to have sufficient economic 
-aid to keep themselves in good shape and to halance off with the 
military. 

Mr. Beckwortn. And what figure, Mr. Secretary, in dollars, do 
you have in mind once again concerning economic aid as being that 
amount necessary to do what you are talking about, to keep this 
package together working most effectively. 
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Secretary McExroy. Of course, I have not examined this in the 
detail to which I have examined the defense portion because I don’t 
have the specific responsibility for that, but I respect my colleagues 
and I know I believe in the principles under which it was prepared. 

Mr. Becxwortu. Somewhere along the line you, as the Secretary 
of Defense, will agree on an amount, won’t you? 

Secretary McExroy. Not for economic assistance. 

Mr. Beckworrn. Well, you would certainly exert some degree of 
influence in regard to economic aid if it is important to our national 
defense. 

Secretary McExroy. As a Cabinet member. 

Mr. Becxwortu. If you don’t object, I would appreciate your 
thinking about this aa if you can supply a figure that fits your 
thinking on it, after consulting the proper people, I would like for 
the record to show it. 

Secretary McEtroy. All right. I would be glad to do that and I 
think what you will probably hear from me is that I believe that the 
figure that ag been requested is the figure which should be regarded 
as mine. I am in a position to speak with some authority as to the 
nature and the amount of funds required for maintaining and 
strengthening the military forces of free foreign countries. While my 
knowledge of the kinds and amounts of aid needed to support the 
economies and promote the development of foreign countries is not 
so intimate, I firmly believe in the importance of this type of aid. 
Because I have every confidence in the judgment of those officials 
more directly responsible for economic assistance programs, I would 
aa their determination of the proper amount. 

r. BeckwortH. Do I understand you are going to make some 
speeches through the country ? 

Secretary McExroy. Yes, sir. 

Mr. BeckwortH. Do you have in mind speaking in all sections of 
the Nation, that is East, West, North, and South? 

Secretary McExroy. Well, I am going to be—one of them will be 
in the New York area and three or four of them will be in the Middle 
West, where I think—this is my own bailiwick and I think it is a place 
where there is as much resistance to this as I find anywhere, and that 
is one of the reasons—— 

Mr. Becxwortn. Mr. Secretary, I subscribe to what our colleague, 
the judge, said about you and I hope that as you speak, you speak in 
the East, the West, the North, and the South. 

Secretary McExroy. That is going to keep me busy. 

Chairman Morgan. Mr. er 

Mr. Murpuy. Thank you, Mr. Chairman. It is my understanding 
that in a major war with Soviet Russia our plans call for a retaliatory 
action against the big Russian cities. Now are we prepared to strike 
back af the Russian bases, which provide the striking force against us? 

General Twintne. I am sorry, I missed that last one. 

Mr. Mourreuy. Would we be better prepared to strike back against 
the Russian bases ? 

General TwintNe. We have all of the plans on this, as you know. 
The main thing we want to do, of course, is to keep anything from hit- 
ting us. That would be your primary target. If they are already 
launched, it is a little late, so the plan has to be flexible. But we do have 
plans for all of these things. 
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We feel we have plenty of force, trained and capable to do the job, 
and we can handle the situation. It is a difficult thing to talk about. 

Secretary McExroy. It is a pretty hot subject, Mr. Murphy. 

Mr. Mureny. Thank you. 

Mr. Curtis. Mr. Chairman, will the gentleman yield ? 

Chairman Morean. Will the gentleman yield for a question ? 

Mr. Mourpuy. I yield. 

Mr. Curtis. In view of what has been mentioned, I would like to 
ut into the record a few words from Mr. Fulbright’s speech in the 
enate at page 3786 of the Record: 

Among many responsible Europeans, there is a suspicion that we are weaken- 
ing, that we are being lured into a conference in which all important conces- 
Sions will be made by our side. The observe that, even as we profess firmness, 
we are trimming our conventional forces. A prominent French editor has been 
quoted as saying: “They”’—meaning some French officials—“think you are 
about to commit treason in a war that has already started.” 

Thank you. 

Mr. Fasceuy. Will the gentleman yield at this point? 

Mr. Murpuy. I yield. 

Mr. Fasceii. General Twining, isn’t it obvious to everybody that 
since we are not moving the dependents of the 7th Army, the bicycles, 
the refrigerators, the stoves, and other impedimenta, that we are not 
going todo anything with the 7th Army ? 

General Twinine. I don’t think we will do anything with the 7th 
Army. This is a political problem. I don’t know why people get so 
excited about the military aspect. 

Mr. Fascetu. There is no secret about what disposition is going to 
be made of our ground forces in the Berlin crisis. 

General Twintne. That is right. They are right where they are. 

I do think we have to be careful about always throwing this thin 
at the military side. This is in the nature of political actions an 
negotiations. 

Mr. Fascext. In other words, what we are doing is taking a calcu- 
rt political gamble that has nothing to do with military necessity at 

point. 

General Twinine. We are not taking a military gamble; no, sir, 
Mr. Fascetu. I said eee 

eraenmmen Morean. You have 1 minute. Will you yield to Mr, 
ays? 

Mr. Mourpuy. I yield. 

Mr. Hays. General Twining, I hope and pray that you are right 
and I think everybody in this room does, but your speech sounds a lit- 
tle bit like a record of what I heard about 24 hours before Pearl Har- 
er when the military were saying the Japs wouldn’t do anything 
either. 

All I hope is, if the balloon goes up, as they say, that we are not 
going to be caught short. 

General Twininc. Everybody we have in Europe, every ground 
soldier, every fighter pilot in the whole of SAC is ready now, and 
they are ready to fight if necessary, and Khrushchev knows that. We 
are not sitting back hoping. 

Secretary McErroy. I wonder if this group realizes how many there 
are of those. It is about [security deletion] people is what we are 
talking about. 
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General Twintne. The finest Army we ever had right now. 

Secretary McEtroy. This is U.S. people and I would say just about 
the best you will find anyplace in our force. This is somewhere in 
the range of [security deletion] in the Army and it is about [security 
deletion] Air Force. This is quite outside of the Novy. 

Now, I think that there may have been a slightly erroneous twist 
here, which was not intended. There is very specific planning going 
on in the joint staff of the Joint Chiefs of Staff for various types 
of contingencies which might arise as the Berlin crisis goes from one 
step to another. It is, as General Twining says, in a political phase, 
but political phases are not distinct from military phases, they move 
along together and as one step is taken in the political area and has 
a certain reaction from the other side, certain actions may be de- 
sirable from a military standpoint. Those are not only thoroughly 
considered within the joint staff but they are understood at the highest 
levels of Government. I think it would be just as well for that to be 
understood. 

General Twinrne. That is right. 

Secretary McExroy. So that you don’t think we are sitting on our 
hands here. 

General Twinrnc. We have meetings daily. We are working daily 
with State Department and other people every day on this problem. 

Security deletion. ] 
ecretary McExroy. You have no front lines in this next one. 

Mr. Hays. Just like I told you fellows before, if you are right 
you are 100 percent safe em and if you are wrong you still 
win politically because’nobody will be around to criticize you. 

General Twrntna. They would be safer in Berlin than they would 
be in New York city or Washington. 

Secretary McEtroy. I don’t know what prophecies you gave before 
but you can give one now, that the people in Berlin are going to be 
no more exposed than the people sitting right in this room. 

. Mr. Hays. I know that, but I don’t think the American people 
now it. 

Secretary McEtroy. What are you so excited about then ? 

Mr. Hays. Because I don’t think the American people know it 
because there is so much soothing sirup going out all the time, and 
I think they should know the truth. 

Secretary McEtroy. Maybe you are, I am not. 

Mr. Hays. No, I am not. You know who has the high powered 
public relations payroll. Not the Congress. 

Chairman Morean. Mr. Meyer. 

Mr. Merer. Thank you, Mr. Chairman. 

Mr. Secretary and General Twining, because of the 5-minute rule 
th me a believe I have enough time to say what I could say in your 

alf. 

With regard to this shield, it is something of a sieve and in some 
ways it is a boobytrap for our security and for the free world in 
general. 

I have here a news story from the Christian Science Monitor deal- 
ing with the French jolt to the NATO allies over the Mediterranean 
and that type of thing, and I want to read a little bit from it. 

38361—59—pt. 1—_—8 
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I will take from context because I can’t read the whole and then 
I want to ask a question. 


It says here: 
The chief result of their untimely move— 
that is speaking of the French— 


is that it again raises the bitter question of France’s demand for full NATO 
support for its war in Algeria, without letting NATO have the slightest right even 
to be consulted. It came just as the press was carrying many stories which 
pointed up the American role in making the Algerian war possible, and in keeping 
it going. 


And then skipping a little bit, it says, also: 


There is a war which will go on and on as long as the Americans are willing 
to pay for the French Army. 

Skipping again, it says: 

American materiel and description of a major act that he saw— 
that is one observer there— 


a company of 235 Algerians was attacked by about 4 French battalions supported 
by about 52 American medium tanks and truck mounted artillery, also Ameri- 
can. 

And then going on a little further, quoting a major in the Algerian 
forces: 


I still have in my body six bullets, all products of the United States. My 
people declare that we would have had peace long ago if America had not aided 
France. You proclaim this aid is provided for NATO and for Europe. For my- 
self, I only know your bullets. 

Now, I am not saying anything about the veracity of all these state- 
ments. There is a certain amount in them, at least. 

My question is, How can we claim that this military assistance is 
really for the defense of the American people or for the defense of the 
free world when so much of it is being used in this manner? 

Secretary McExroy. Well, I would point out that there is an agree- 
ment with recipients of aid that this will be used for purposes of sup- 
port of free world objectives. 

Mr, Meyer. Is this a free world objective, what is going on in Al- 

ria ! 

Secretary McEtroy. I don’t have evidence that what you have said 
is confirmed. I read what you say. 

Mr. Meyer. I will tell you another thing: As much as we regret 
the Hungarian trouble that developed—and it was a terrible thing 
and I felt very sorry for the Hungarian people—there are pretty reli- 
able sources available who say that in Algeria as many or more atroci- 
ties and as much or more damage to people has been done as was done 
in Hungary, and yet our press never reports it fully, and it never comes 
to the attention of the American people. Certainly you must know 
something about it. 

Secretary McExroy. I will say if the American press didn’t get 
whatever information there was I would be greatly surprised. The 
American press has not been known to report only those things which 
they think are favorable to the international interests of this 
country. 

Mr. Meyer. You don’t know anything about it? 

Secretary McExroy. No, I don’t know anything about it. Do you? 
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General Twinine. No. 

Secretary McExroy. I think there is a lot of free-wheeling infor- 
mation that gets around by people who have been, I suppose, in Al- 
giers. But they are very likely to pick up hearsay, also. I am not 
one who thinks that you can ever have what is the equivalent of a civil 
war without having pretty serious kinds of rough treatment of indi- 
viduals; and I believe that the Frenchmen who have been long-time 
inhabitants of Algeria, and the Algerians who have been long-time 
inhabitants of — probably look on this as a civil conflict. 

Mr. Meyer. Well, do you think that our aid to the French there and 
in this war, and what is going on there is defending American in- 
terests ? 

Secretary McExroy. I am not saying our aid is being used there. 

The French have a capability of producing armament of their own. 
They don’t have to use only what we give them. 

[Security deletion. ] 

ecretary McExroy. They have certainly reduced their forces un- 
der N ATO in order to supply their troops for Algeria. However, 
that doesn’t mean that they is taken their NATO materiel and 
moved it down into Algeria. 

Mr. Meyer. They can take the money out of one pocket and put it 
into another and that is about what it amounts to. 

Secretary McEtroy. You see, the question then is, do you want to 
work with France or don’t you? This isn’t the only place that is 
difficult. You’ve got many other places, Mr. Meyer. 

Judge Saund was talking about Pakistan. [very time a dollar is 
advanced to India, Pakistan is. concerned because Pakistan thinks 
that India is going to use its money to attack Pakistan. Every time 
you give a dollar to Pakistan, India feels that this is being done, not 
for this purpose, but that it could be used as a threat by Pakistan to 
India. And: yet here are two countries which are terribly important, 
both of them, to the free world. 

You have the kind of problem you are talking about and they give 
you great concern, but you have then, it seems to me, to decide whether 
it is Important enough for these countries to be your friends so that 
you will continue to work with them and try very hard to restrict the 
use of any equipment that you go to them, to those purposes which 
are in behalf of the objectives of the free world. 

Mr. Meyer. And I say that we are not doing it, that our leaders 
are not doing it and that is what I meant by mentioning the booby 
traps in the so-called shield protecting America, that these things are 
hurting America, not protecting it. 

Secretary McExtroy. They may be construed—because you see what 
the Algerians say—they are not even talking about the military as- 
sistance that we give the French. They say every time we advance 
a lot of economic aid to France, that this is used by France for the 
purpose of strengthening her position so that she can continue the 
Algerian war. The man who has some lead in his arm can feel in- 
censed but they also are incensed about any kind of aid. Just as are 
the Pakistanis, where they seem to believe at times when we talk with 
them that the economic aid that we give to India strengthens India 
for a potential attack on Pakistan. 
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Now, there is the kind of thing that you simply have to work witlr 
and try to keep in good order. This is one of those prices you pay for 
being the leading country in the world. 

Mr. Meyer. I don’t think we are getting very far with it. We are 
making blunder after blunder. 

Secretary McExtroy. Well, what losses have there been in the free 
world in recent years? 

Mr. Meyer. What losses have there been in the free world? 

Secretary McKExroy. Where has the free world lost territory in 
recent years? 

Mr. Hays. Iraq. 

Mrs. Ketry. Syria. 

Secretary McExroy. I don’t consider that Iraq is lost any more 
than Indonesia, which we thought was lost. I don’t think Indonesia 
is lost. 

Mr. Meyer. This next war, if it is fought, isn’t going to be fought 
with territory. It isn’t going to be fought with allies such as [security 
deletion], who couldn’t lift their hats off in defense of a free world 
objective. 

If you think countries like [security deletion] are going to help 
defend the free world and if your military plans are based on that, 
we certainly are going to face a disaster, In my opinion. 

Secretary McEtroy. Have you recently been in [security deletion] ? 

Mr. Meyer. I have never been there. I don’t need to be there. 

Secretary McEtroy. What is your doubt about the forces there? 

Mr. Meyer. I would say I expect before too long we will have a 
revolt there. Their defense forces are not going to be a strong, posi- 
tive force in our favor. 

Turkey, yes. Turkey, yes, but not [security deletion]. 

Secretary McExroy. if you decide this in advance, then what is 
the use of even making the effort to preserve a free world country 
for the free world? 

Mr. Meyer. That is what I really claim, that you have to make a 
decision ahead of time of what is going to be a good gamble or what 
is a reliable prospect. 

Secretary McExroy. The belief of your Government is that Iran is 
a very good gamble. 

Mr. Furron. That guess or estimate on the future is what makes 
the horse race. We in the West have been very successful on our 
mutual security programs so far, with few exceptions. 

Secretary rg That is the way we are betting, Mr. Meyer. 
[Security deletion. ] 

Chairman Morean. Mr. Gallagher. 

Mr. Gautiacuer. Mr. McElroy, like my coll es, I wish to thank 
you for your forthright presentation, and also General Twining. 

I noted with great interest your statement this morning and one 
thing stands out in my mind and that is paragraph three, that: 
there can be no question about the objective of our defense program. It is to 
maintain a military position of such strength that first, no nation will attack us. 

And we are all certainly in agreement with that. What perplexes 
me is that when some people point out that perhaps we should need 
a higher defense budget, we say, “Well, let us not look at this pre- 
amble; let’s look at the budget.” 
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I am not wondering whether to reduce the mutual aid program, 
but whether or not we do have a sufficient defense budget with this 
crisis coming on us so relentlessly on May 27 ? 

Secretary McExroy. You are raising the point about the adequacy 
of the overall defense budget without respect to mutual security. 

Mr. GatuacHeER. Yes. 

Secretary McExroy. I have my own views about it and, of course 
you would assume that I would regard the budget that was submit 
to be adequate. Ido. To me, however, from the standpoint of those 
people who know as I know that I am not a professional military 
man, the opinions of professional military men about this budget are 
a good deal more impressive to me than my own views. 

n fact, without those views, I would not have anything like the 
strength of belief that I have about it. 

Genera] Twining and each of the members of the Joint Chiefs of 
Staff have looked at our 1960 budget and they have said to me—and 
this is a written statement—that they pe the 1960 budget as pro- 
presen ionen reer that are adequate for the national security and that 
they find no major gaps in those programs. 

o me that is os for a belief of my own and, of course, when 
you add to that the belief of the President, who himself is a very able 
military man, I think the answer should be convincing to the Ameri- 
can public. 

r. GattacHer. Well, sir, it should be. However, I don’t feel that 
it is convincing to General Taylor, who is certainly a great and bril- 
liant soldier and who with his retirement has no ax to grind at all. 

Secretary McExroy. General oe signed this statement. 

Mr. Gatiacuer. General Taylor feels the defense budget should be 
$45 billion. If they are in on the day-to-day planning that General 
Twining pointed out, if they know these plans, I am just wondering 
whether or not because of those plans he feels that we should have 
the $45 billion. 

Secretary McExroy. Let me reconcile these two statements. 

Mr. GatiacHer. That is what I wish you would do. 

Secretary McExroy. Each one of the Chiefs of the services has cer- 
tain parts of his program that he would like to have more generously 
funded. This does not invalidate his statement that in his opinion 
the overall, the composite, is adequate to protect the national se- 
curity. Because any time you put together a military budget—I can 
assure you of this, and I am sure you could have answered this for 
yourself anyway because this is human nature on the part of fine peo- 
ple who, having spent their lifetmes in a particular field of human 
activity, want to see it the very best that t ” could think out. 

We always have choices to make within those proposals made by 
each individual service. When you get down with your determining 
of what a service budget should be, you have certain things left over. 
That is true about General Taylor’s service; it is true of the others. 

So that while General Taylor would tell you that this is absolutel 
right, that this is something here that he coe and he signed it 
cahantnllp sacha signs things at that level of position in the De- 
partment of Defense except if he believes it—— 

Mr. GattacHer. Which statement does he believe, his statement or 
the one he signed ? 
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Secretary McExroy. The statement I am talking about that he 
signed, which states this program is adequate to protect the national 
security. 

He, at the same time, would be very pleased to see additional fund- 
ing of certain of the Army programs. The same could be said about 
Aaokol Burke on the Navy and the same thing could be said for 
General White on the Air Force, and the same thing could be said 
about the Commandant of the Marine Corps, General Pate, on the 
Marine Corps. 

Now, this statement was signed by General Twining. If you would 
like to, you might question him further about it. 

Mr. licsssuan, I would just like to ask one more question. These 
are fine fellows, as you say, and it is these fine fellows we rely on and 
if they are in on the day-to-day planning, I would rather believe 
“our” fine fellow than perhaps the fine fellows of some of the other 
governments who submit these necessary requirements for the mutual 
security program. 

I am just wondering whether or not we are discounting our own 
people and wholly accepting the other chiefs of staff of some of the 
other countries. 

I would be more inclined to agree with General Taylor. 

Secretary McExtroy. The same people, Mr. Gallagher, the same 
joint staff which considers our own requirements also considers the 
requirements of the Allied Governments which benefit under the 
mutual security program. 

This is all reviewed by the Joint Chiefs of Staff, the mutual se- 
curity program requirement, and they approve these. 

Would you take a minute to develop that for Mr. Gallagher? I 
don’t want to bore you. 

Mr. GatLacHer. You are not boring me. On the contrary, I think 
it is a question which perplexes me and further, there is this question 
of this shield concept. 

Secretary McEtnoy. The same quality of people and they are our 
own people. In other words, the joint staff. 

They may be different people on the joint staff, but the joint staff 
which is the staff that serves the Joint Chiefs of Staff, the very people 
we have been naming here, advise us as to the adequacy of our own 
military programs and they also advise with respect to the countries 
that are embodied and embraced in the mutual security program. 

Mr. GatuacHer. It is pointed out by some people—and perhaps 
General Twining could clarify it—that by the nonacceptance of Gen- 
eral Taylor’s recommendations, they were left with two alternatives, 
one strictly a nuclear war, or a surrender—that there is no inbetween— 
I am sure you didn’t mean to imply that it was not a military problem 
and that it was a political problem. 

General Twrntne. Right now. In this stage. 

Mr. GALLAGHER. People from the State Department are in here and 
say that somewhere soon, especially if a barricade is thrown up. that 
this may quickly shift from a political problem to a military problem. 

And you, yourself, said that we might have to put our foot across 
the line and I wondered whether or not we are gong to be forced to 
use this shield as a shillelagh, rather thun having a sufficient force 
to really test this probe which the State Department said may be 
forced upon us. 
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General Twinrnc. The other part of the shield, you know, is the 
spear. That is the thing that is ready. That is the thing that is 
ready, too, and that is the one that does the business in our whole 
strategy and policy in thiscountry. Is not to fight a limited war with 
the Russians in Europe, and we shouldn’t even talk about it. 

[Security deletion.} 

Mr. GatiaGHer. None of us here want to see war. Nobody here, 
but the question is this: The State Department pointed out that we 
may soon be in a barricade-breaking business. 

General Twintna. I know. I agree. I know we have done that 
for years. 

We hope these things can be settled politically. We know that 
they aren’t always settled that way so we in the military sit in the 
background and get our plans all ready and we are working day 
and night on these plans now. 

If what the State Department told you should happen, we are 
going to be ready. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Bowles. 

Mr. Bowes. Mr. Chairman, Mr. Secretary, I think many people, 
not only on this committee, but throughout the country, are con- 
cerned with the fact that so much of our approach has been purely in 
military terms. -Yet political and economic considerations are closely 
interwoven with our military security. 

Now, Governor Stassen, at the London Conference on Disarmament 
in 1957 proposed we cut our total armed forces to 2.5 million men 
if the Soviet Union would do the same. 

We have now cut below 214 million. 

Secretary McExroy. It is just about 21% million. 

Mr. Bow tes. But how can we expect the Soviet Union to negotiate 
with us in any meaningful way if we proceed to make the very cuts 
we propose to them with no quid pro quo? 

You may answer that the 214 million men we have now are a much 
more effective military force than the larger number we had under 
arms when Governor Stassen made his offer. But presumably the 
Soviet Union armies, man for man, are also more effective. 

This weakening of our forces in the face of growing Soviet strength 
bothers and worries a great many people. 

Several questions I wanted to ask have already been answered, but 
I would like to say this: In general I support your program and 
indeed I would like to see more military authorized so that the Presi- 
dent may have a more powerful position from which to negoitate this 
summer. 

The Congress could authorize these larger sums to be spent only if 
the summit meeting fails to secure some easing of the present impasse. 

Our base system will be required for the foreseeable future, al- 
though this may change as the new missiles come along. 

Yet those bases are only effective if there is a favorable political 
atmosphere in the countries where they have been established. As 
Alben Barkley once said, a fort built in a swamp will never be a 
very effective fort. 

We have a lot of military personnel abroad and many of them 
have not been well adjusted. It is a harder problem for you in the 
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Pentagon than it is for the State Department or USIA. The ser- 
geant is not asked if he would like to go to Taiwan or if he would 
enjoy going to Japan; he is sent there, while people in the State 
Department usually are given some flexibility. 

I wonder to what extent you feel you are making progress in 
equipping these people to become better adjusted, and thereby to 
make a more favorable impression. 

I know that in some countries such as Germany a good job has been 
done. But through much of the world a good job has not been done. 
I know of many examples and I am sure you do, too. 

Secretary McExroy. I have seen material that is being used for 
the purpose of indoctrination. In addition to what is being done in 
a quite broadcast way with all the members of the services who are 
assigned to overseas posts, we have recently established for officers 
being assigned to military assistance groups, a military assistance 
institute. This is a place to which an officer—and this is a mature 
officer—who is about to be assigned to a military assistance adviso 
group, goes to become acquainted with his much broader responsibili- 
ties in such a post. He is no longer simply a military man; he is a 
representative of the U.S. Government and he has to understand 
something about the history, the cultural background of the country 
to which he is being posted and in general to be somebody who can fit 
in. 
We give him a touch of the language if we can and preferably we 
select men who have more than a touch of the language although with 
some of these unusual languages it is pretty hard to do this. 

[Security deletion. ] 

Mr. Bowtes. The decision on whether we will keep a base is not 
always dependent on our views alone. In Morocco for instance, we 
will remain only as long as they want us there, and opposition is 
increasing. 

Having stated I am for the program and I am anxious to see you 
get whatever you really need, let me ask how flexible are we? 

For some years Chiang Kai-shek was presumed to be about to at- 
tack the mainland of China. Last October he announced that he was 
no longer planning to do so. 

Does our military aid to Taiwan reflect this very different situation ? 
In other words does it require the same dollar aid program to support 
the new objective of pure defense announced by Chiene as it did the 
old one of invasion ? 

Secretary McExroy. Our program, Mr. Bowles, never was a pro- 

m which provided the equipment for him to do any attacking of 
the mainland. 

Mr. Bowxzs. I am aware that it was a dream but this objective was 
publicly denied for the first time last October. 

Secretary McExroy. And it was important dreams for the hopes 
of those people who were on the mainland. 

Mr. Bowes. But I hope we will adjust our budget from such 
dreams to what is required for the total defense of the island itself. 
It could save us money. 

Just one more point: Although you are not here to talk about the 
economic aid program as such I would just like to ask one question: 
India is a nation of 400 million people, at the crossroads of Asia and 
Africa, and India is a primary target of the Soviet Union. 
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What do you feel would be the military and political implications 
of the collapse of India’s economy with the probability that the result- 
ing political vacuum would very likely be filled by either Peiping or 
Moscow? What would be the military and political implications of 
such a development on our position in Asia and Africa? 

Secretary McExroy. I think it would be tragic from the standpoint 
of the free world and I think that the successful development of India 
under the kind of a society of India, which is in contrast to that of its 
nearest Communist neighbor, China, is of paramount importance to 
the entire free world. 

I don’t think India is going to want for quite some period of time, 
if ever, to be actively a supporting nation in a free world kind of 
alliance. But India has a perfect right to go her own way, just the 
way any other country does, in our concept, and the thing that is of 
next importance to her being an active ally of ours is for her to be 
not an active ally of anybody. I think the thing most likely to con- 
tinue her in her present organization of society, which I think is 
much more nearly the free world type of organization, although not 
precisely what we have, is for her to continue to grow and develop 
an improved standard of living for her people and to do those thin 
which will make her seem to be a quite successful country in the 
world picture. 

Mr. Bow es. I was simply trying to bring out the fact that a free 
India, although not in direct partnership with us, is essential to our 
military position in the Middle East, Southeast Asia and indeed all 
of Asia and that if India fell our military and political structure in 
that part of the world would be likely to fall with it. 

I suggest if the Fepiape believes this to be true it should do all 
it can to help us to make this point better understood by the American 
people. 

We can build a string of formidable military bases around the 
world, and yet the whole structure could collapse if we disregard the 
couseenee and political foundations on which a free world must. be 

uilt. 

Secretary McEtroy. Yes. 

Chairman Morean. I know there are a good many more questions. 
eal the members will raise their hands I will try to recognize them in 
order. 

Mrs. Bolton. 

Mrs. Boiron. Mine isn’t exactly a question, but I would like to go 
back to Iran because I think it is important that we give her a just 
sizing up. 

I was in Iran in 1945 when they refused to accept the signed docu- 
ment for the oil and it took all the courage that that country had 
to do that and they stuck by it like bulldogs. It was a very exciting 
moment, 

Recently she has refused to be frightened by Russia in the signing 
of a pact. I think we ought to give the people of that country a kind 
of a gold star for having the nerve, right there on the border, to 
say, “no, we are not going your way,” and I hope very much that in 
the consideration of these items on the different countries we will 
all of us try, whether we are for or against what is contemplated, 
to do it on a basis of a very real, clear, justice for the character and 











116 MUTUAL SECURITY ACT, 1959 


quality of the people. It is that that has been developing. The 
get a little courage, they get a little help, it increases, they get a little 
strength, and that is what we are really building, it seems to me, in 
the free world, to counteract the terrible power of the Communist 
world. 

I just felt I couldn’t sit here quietly because I do know that situation 
rather intimately over there. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasiocki. Thank you, Mr. Chairman. Secretary McElroy and 
General Twining, your statements together with the answers to ques- 
tions this afternoon were most stimulating. They certainly have 
encouraged me. They are reassuring as to what our position of force 
is in the world. Some of us, because of the contradictory high-level 
statements, have developed a sense of doubt. We began whistling in 
the dark and wondered whether the people in the Pentagon were also 
whistling in the dark. The statements you have presented to us and 
the answer certainly are, I repeat, reassuring. 

Mr. Secretary, on page 5 of your statement, you state “Critics of 
the program point to instances of inefficiencies or examples of money 
being spent unwisely.” Some of this money—unwisely spent mone 
you admit, evidently due to the pressures of urgent political necesst- 
ties—and then you state that the Department is making a determined 
effort to reduce or eliminate unwisely spent money. My question is, 
do the presentation brochures in which we have the figures for the 
various countries, reflect the determined effort on the part of the De- 
partment to reduce or eliminate waste. If those figures do not reflect 
corrections, then is it not the committee’s obligation to cut the figures 
which would then truly reflect the saving of money that was in the 
past unwisely spent ? 

Secretary McEtroy. What I meant to imply here was that adminis- 
tratively we were doing the things that seemed to be indicated to pro- 
vide for a better policing, where that seemed to be needed, of the 
program. 

Now, I will have to ask Mr. Irwin whether or not Mr. Zablocki’s 
question—— 


STATEMENT OF HON. JOHN N. IRWIN II, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Irwin. We attempt strongly to do that, Mr. Zablocki. We have 
certain criteria by which we establish the program, the leadtime of 
items or the ability of countries to absorb the items, the technical and 
financial capability of the country to use the item. 

We try to meet standards that will assure an effective and efficient 
use of the resources the Congress appropriates for this purpose. 

Now, in any 1-year program, we always have items and programs 
over and above what we present to Congress that we hope we will 
be able to fund out of other sources. Out of programs that may be 
suspended. For example, the Yugoslav program, when it was sus- 
pended there were certain assets available, funds that arise from 
repayment of credit sales that have just to come in. Items de- 
clared excess by the military departments is another source. All of 
those elements go to make available a program. Our actual program 
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need may be greater than what we actually ask for in the way of 
appropriations from Congress. 

Mr. Zasiocki. May I restate the question : Do these figures request- 
ing an authorization for individual countries include inefficiencies 
and past inefficiencies ? 

Mr. Irwin. They do not include any inefficiencies, certainly, sir. 

In some countries we may not give them certain equipment because 
we don’t think they have used their past equipment well. 

Mr. Zastocki. The Secretary’s statement said, “We are making a 
determined effort to reduce or eliminate.” 

My question is, do these figures reflect the elimination of waste or 
is there some waste that the committee by further study can cut. 

Mr. Irwin. Yes, sir; we do. To the best of our ability there are no 
inefficiencies in here. We are not perfect and I am sure people will 
discover some. 

Secretary McExroy. I think I might say these are the figures rec- 
ommended on the assumption that we have been wise enough in apply- 
ing the information that has been given to us either by our own people 
or by the congressional people, to take the inefficiencies out of this, 
before submitting the figure shown there. 

Mr. Zasiocki. To make it specific—and I didn’t mean to mention 
specific countries because I realize the committee is going to deal later 
with specific country-by-country authorization. Nevertheless, we are 
concerned about the military assistance that is made available to some 
countries, in excess to the need for internal security. Such military 
aid could be wasteful. 

Let us examine Pakistan, for example. Is the military aid and 
defense support request for Pakistan, an amount in excess of its own 
need for internal security? The Secretary and General Twining had 
indicated that there are—because of political pressures, such situ- 
ations. We could enumerate several countries in southeast Asia, the 
Far East, and the Middle East. 

Secretary McExrory. Well, of course, we expect Pakistan to be able 
to do something more than protect its own internal security. 

Mr. ZasiocKk!. How about Laos, Cambodia, and Thailand, to men- 
tion a few ? 

General Twin1ne. There isn’t must difference on that. 

Secretary McExroy. It is pretty small. 

Mr. Irwin. We will be speaking to these particular countries as 
this hearing develops. 

Secretary McExroy. I think the individual country discussions 
will not be very satisfactory with us, Mr. Zablocki, —_ as you 
may want us to file some reports for the record, but Mr. Irwin and 
his associates will be here tomorrow for as long as you decide you 
want to talk to them, to talk on individual country subjects. 

Mr. Zastockt. Mr. Secretary, since your statement indicates that 
the executive department and all of the departments and agencies 
under the Executive at times must succumb to certain pressures of 
urgent political necessities, does that mean that Congress, since it is 
not subjected to such pressure, is in a better position to cut military 
aid? 

Secretary McEtroy. I don’t think that is suggested. 

Mr. Zasiocki. If you would advocate a cut, wouldn’t the Congress 
be in a position to take the monkey off your back, so to speak ? 
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Secretary McEtroy. I would advocate no cut in this appropria- 
tion. I said that this morning and I would say it again. We think 
that the improvements which could result in savings that have been 
pointed out to us up until now have been incorporated in the figures 
that are submitted to the Congress, this adds up to $1,600 million. 

Mr. Zasiocki. Perhaps, Mr. Chairman, I am misinterpreting the 
Secretary’s phrase, “with the presence of urgent political necessities,” 
as stated on page 5. Perhaps the Secretary should clarify what he 
means by that phrase. 

Mr. Irwin. Iran is perhaps an example of this, Mr. Zablocki. 

[Security deletion. ] 

Mr. Zastockr. I was looking at it from the same point of view 
of many of the small countries who want to feel a sense of impor- 
tance. Every country wants a military force at times, even if such 
a military force is in excess of their need. In 1955, when the Far 
East study mission was in Cambodia they requested military assist- 
ance to outfit a navy. They wanted aircraft carriers for Cambodia. 

Mr. Jupp. We didn’t give it to them. 

Chairman Morean. Mr. Hays. 

Mr. Hays. Mr. Secretary, I want to say to you first that I am for 
a mutual security program. I don’t necessarily go for this one item 
by item, but I am for a program. If you think I have been obstrep- 
erous in my questions, you come up some time on something that I 
am against. 

Secretary McExroy. I would be very glad to come up on anything 
you call me on, Mr. Hays. 

Mr. Hays. What I am trying to get over to you is that we have 
to go on the floor and defend this program. We will be asked a lot 
more questions on the floor than you have been asked today, believe 
it or not. 

Secretary McExroy. That is right. 

Mr. Hays. General Twining said, or at least. I understood him to 
say, that he didn’t want to defend this thing on—my question this 
morning—a country-by-country basis. That he wanted to take it as 
a bloc. Well, we are going to have to defend it on a country-by- 
country basis. 

Now, you have in here—and I just want to use this for an example, 
and I am sure you will delete the name of the country from the 
testimony, and that is all right with me, but you say in your presenta- 
tion material here [security deletion]. 

Yet, you are coming in here and asking for exactly [security de- 
letion] million for the military that you asked for in 1959 and 1958. 
And, if somebody down on the floor says, “In view of our unfortunate 
experiences in Venezuela, is there anything in here for Venezuela?” 

Well, we will say “Yes,” and they are going to say “Why?” 

Who can answer that question, and when ? 

Secretary McExroy. The individual country discussions are ex- 
pected to go on after the general principles—— 

Mr. Hays. I understand that, and that leads me to the question 
I would like you to answer. You gentlemen say you are going to 
defer this individual country discussion to some subordinate. 

a makes the decision to give Venezuela [security deletion] 
million 











ner y 


ie 


e 


1 rr 4 


(mn ocr ® 


rn a 





MUTUAL SECURITY ACT, 1959 119 


Secretary McExroy. General Twining can tell you the basis on 
which the needs of each of the countries are appraised in the light of 
our overall national objective—national military objectives around 
the world. 

General Twrintne. There is no grant military aid for Venezuela. 
This is a country to whom we sell military equipment under credit 
arrangements. 

Mr. Fascett. We have a 3-year agreement with them for [security 
deletion] million. 

Mr. Hays. You have military assistance in your book. Change the 
book then. 

It is credit you will not be paid for. What is the difference whether 
they get it by credit or whether they get it by gift? I mean that isa 
little bit like these soft loans. 

I would prefer to go down on the floor and fight for them if they 
called them eos, but I am a little hesitant to try to kid the American 
public that they are loans when they are not loans. 

Secretary McExroy. I think Venezuela would be a good sound loan. 
I think Venezuela can raise money. 

Mr. Hays. The same thing could be applied to many of these other 
countries. 

Secretary McEtroy. I think, Mr. Hays, I fully agree with you that 
we must prepare this committee and any other Members of Congites 
who are willing to defend this program. We must supply you with 
the necessa 5 thon in terms of country by country, ineteabe I pre- 
sume that the attacks, when the attacks come, will be country-by- 
country attacks. 

So, we plan to appear before you with our country-by-country 
presentation, including such answers as there are here with regard 
to Venezuela. I think most people would believe that a Venezuelan 
loan is very likely to be veal baeeens for one thing, a great deal of 
the output of Venezuela is shipped right here to this country, so they 
have the wherewithal over a period of time. 

Mr. Hays. I have one more question. 

You and I are both from Ohio and you are quite a good salesman, 
Iknow that. You have proved it up here. 

Now, how do I answer the question back home when the President 
weekly, in his press conference, keeps talking about the spenders, 
how do I convince them I am not a spender when I vote for this 
program ? 

I am a spender if I vote for an ap 8 program in this country. 

Secretary McEtroy. I assume that you feel some necessity of an- 
swering that. 

Mr. Hays. I have done it for about 10 years and got a majority 
of 72 percent of the votes last year, but I would just like to know how 
you do it because I would like to get a bigger majority. 

Secretary McEtroy. If you got 72 percent of the votes, you answer 
it asc way because you are better than Iam. I don’t think you need 
any help. 

ee Morean. Mr. Fulton. 

Mr. Fuuron. The question develops, What would happen if there 
were a cut on the U.S. military aid program proposed for fiscal year 
1960 of about 25 percent? About a $350 million to $400 million cut. 
Where would the cut have to be prorated ? 
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Supposing the same amount was taken out of the defense support 
total, what would happen? What would you have to do in readjust 
ing the U.S. foreign ad program for fiscal 1960 ? 

If you would put a statement in the record for us later, I would 
like to have the effect of cuts of about a 25-percent level on the two 
major items. 

thairman Morean. Can you furnish that for the record ? 

General Twrntna. Yes. 

Secretary McExroy. We will have to make some assumptions. We 
will take it at 25 percent. 

Mr. Corrin. Would you yield for an amendment ? 

Mr. Fuuton. Yes. 

Mr. Corrtn. As long as you have to make your assumptions, would 
you consider your several cuts—10, 15, 25 percent ? 

Mr. Fuuron. I am saying a substantial but a moderate cut. That 
is what I am trying to arrive at. It doesn’t have to be 25 percent. 

Mr. Fasceti. What is a substantially moderate cut ? 

Mr. Futron. I have tried to give you a 20 or 25 percent level. 

Mr. Fascety. That sounds like a meat ax. 

Mr. Fuuron. What would happen with a $350 to $400 million cut? 

Mr. Jupp. Will you yield for another amendment ? 

Mr. Furron. Surely. 

Mr. Jupp. I wish, Mr. Secretary, you would point out what you had 
to cut last year from the planned program because of the reductions 
that the Congress made. The Congress did make a reduction against 
the wishes of some of us and it would be most valuable to us for you 
to show, not the projected “what may happen” which was told us last 
year, but what did happen. 

What did you have to cut out that you had planned to do but were 
not able to do because of the cuts that the Congress made in the pro- 
gram last year ? 

Secretary McEntroy. As Mr. Irwin, I am sure, will point out—be- 
cause he would have to do the work on this—this is a pretty difficult 
thing to do. 

Mr. Jupp. I know it. 

Secretary McEtroy. You can, of course, give what the history was, 
as you suggest, but you have to make quite a lot of assumptions of 
what you would have to do and I think perhaps the best way to give 
the answer, Mr. Fulton, would be in terms of the kind of category. 

This you might have to do; you might have to drop out a certain 
country. This would involve established priorities and require a 
complete review by the Joint Staff. 

Mr. Fuuton. I think we should have some of your overall repro- 
graming in view of the various levels of substantial cuts. 

Mr. Zasiocki. Will the gentleman yield ? 

You have asked for ‘a substantial cut, and a moderate cut, and 25 

reent. Would you amend your request to include a 50-percent cut? 

he information would supply an answer. to my constituent, Mr. 
Harnischfeger. 

Mr. Futton. I would be glad to, but I want to have it done seriously. 

Mr. Zasvocki. Oh, I am serious. 

Mr. Futton. We must look ahead to see what effect on the military 
posture of this country, and that of our allies, and the security of the 
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United States and the free world, will these substantial cuts have at 
this time. 

Secretary McExroy. I would like to have Mr. Irwin have a chance 
to talk to this point. 

Chairman Morean.: Mr. ‘enim? last year you requested 1.8 and 

ou got 1.5, so you had a $285 million cut in your request last year. 
I think if you could follow the pattern on what you did last year, per- 
haps you could answer Mr. Fulton’s question. 

fr. Irwin. Without answering in detail, if you had a 25-percent 
cut, that would be $400 million roughly out of the $1.6 billion and 
would have to come, in a large measure, out of the modernization 
part of the program. 

The first priority for use of funds is in the maintenance of existin 
forces. Now in the past years we have built up throughout the waeia 
forces that have to be maintained and if the money does not go for that 
purpose then the money spent as an investment previously deteriorates. 
So the first decrease and cut comes in the modernization. 

Now modernization would have an effect on your military posture 
throughout the world. Now much of your modernization, or a large, 
substantial part of it this year, in 1960, will be going to NATO. 

To the degree that you have to hurt that modernization, you would 
be hurting an area which is a firstline military area of troops stand- 
ing shoulder to shoulder with our own. 

Now as to the absolute detail of an operation for reflecting a cut, 
as the Secretary said, it will be reviewed by the Joint Chiefs, we 
would go to the unified commanders and ask what they would recom- 
mend be cut in their particular area. It would have to go to State to 
see what the olitical effect would be if you cut the program that had 
been planned for a particular country, the effect on the collective 
security alliance and the effect on the direct bilateral relations with 
the country. 

Mr. Furron. The point is, please come up with a trial balance cut 
for us. 

Secretary McExtroy. Would the general kind of introductory re- 
marks of Mr. Irwin be satisfactory ? 

Mr. Futon. I would rather have you make a statement on what 
you specifically would do on various related program levels. Just to 
give us a pro forma balance sheet of a trial balance cut. What would 
you come up with? 

Secretary McExroy. This is what we might have to do. 

(The information requested is as follows :) 

The Department of Defense submits the following information in response to 
Mr. Fulton’s question regarding the effect of a 25 percent reduction in the 
amount requested for military assistance funds in fiscal year 1960: 

Any reduction in MAP funds applied to specific categories or items could be 
supplied only on an illustrative basis at this time. This is true since any sub- 
stantial reduction would require a complete review of the entire program and a 
possible reconsideration of our national objectives in certain countries and areas. 
Without such a review it is not possible to be specific as to items which would 
have to be deleted, or countries which would be affected. 

The program recommended by the President represents the highest military 
priorities recommended by the MAAG’s, Unified Commands, and the JCS as well 
as the political and economic judgment of the Department of State. 

It would not be possible to effect more than a very small reduction in the 


amounts earmarked for the nonmateriel portions of the program. The main- 
tenance of existing forces (the protection of our investment) obviously has first 
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call on any funds made available and therefore, this category could also absorb 
but a very minor part of any cut that may be made. It follows, therefore, that 
the major impact of any reduction would fall upon the category of force im- 
provement, and would most likely result in a slowing down of the moderniza- 
tion of the NATO forces and the forces in Korea and Taiwan. 

Chairman Moraan. Mrs. Kelly. 

Mrs. Keitiy. Do you both agree that West German forces are a 
necessary potential for the defense of Europe and the free world? 

General Twinina. Yes. 

Mrs. Keiiy. There is no question about it ? 

General Twrnina. No question about it. 

Mrs. Kexty. In reference to the summit meeting or foreign minis- 
ters’ meeting, if there is agreement on unification of Germany and de- 
militarization of Germany and acceptance of status quo in any form, 
on May 27, or thereafter, is there any need of this program at all? 

Secretary McExroy. I think we would look at it at that time. 

Mrs. Ketty. We must get a look at this now. We are going to have 
action on this before then. 

Secretary McEtroy. I don’t believe that you would need to be ter- 
ribly concerned about enacting this much of a bill prior to a summit 
meeting because of any concern on the part of your committee or the 
Congress as a whole that overall settlements would happen that would 
eliminate the need for military assistance. 

I think it would be delightful if it did, but I don’t think you really 
think that—— 

Mrs. Ketiy. What do you mean “delightful ?” 

Secretary McExroy. It would be very pleasant if we could get a 
relaxation of tension between the great powers of the world. 

Mrs. Ketty. By demilitarizing Europe? 

Secretary McExroy. By settlements that are policed. 

Mrs. Kerry. I question any agreement along the line I previously 
referred to. I am not for a demilitarized Germany or settlement on the 
status quo of Europe. 

Secretary McExroy. I am not optimistic about it, no, I have got to 
hope that it will happen sometime, but I don’t think it will happen 
for quite a bit of time. 

rs. Ketiy. That is all, Mr. Chairman. 

Chairman Morean, Dr. Judd. 

Mr. Jupp. Mr. Chairman, thank you. 

One sentence in your statement here—and maybe this is not the 
place to ask this question—brings up a fundamental question. You 
sav at the top of page 2, “Aggression must be stopped.” 

Well, this has been our policy ever since the war—to stop aggres- 
sion. But is that enough of a policy? Can it win? It is like a team 
standing on its 30-yard line and saying to the opponents, “Now, if 
you come at us, we are going to stop you. We are not going to re- 
treat. We are not going to let you through if we can help it. But 
if you should fumble the ball, don’t worry, we are not going to pick 
it up and run to your goal line. We will just stop you.” 

Do you think it is possible to win a war by always being only on 
the defensive, telling them in advance that if a probing operation 
doesn’t succeed, there will be no penalty ; they can withdraw in safety 
and probe somewhere else ? 
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General Twintna. No, I think you have to have a capability of pick- 
ing up the ball. 

Mr. Jupp. It is not a matter of capability. We have the capability. 
When will we ever let them know we have also the will, that if they 
start a drive against us, we are not just going to stop them and push 
them back across our 30-yard line? Weare going to grab the ball and 
go to their goal line. 

Secretary McExroy. I think, Dr. Judd, you are talking in a little 
different league from what we should be talking. This is overall na- 
tional policy and whether you could pick up the ball in a probing ac- 
tion, let’s say in the Berlin area, and push on through without pick- 
ing up resistance on the part of your big enemy, which it would be 
very difficult to keep from leading into general war, is something 
that I think needs a great deal of consideration. 

Mr. Jupp. That is right, but I don’t believe—we are talking among 
ourselves here—we can deny that, little by little, ground has been lost 
during these years. In some places I think we are picking up. South- 
east Asia today is sort of turning the corner. They are a lot stronger 
than they were a few years ago. It looked as difficult there as Iraq 
looks now—Laos, Indonesia, Thailand, Vietnam. Yet they are com- 
ing through. 

But I can’t get away from this feeling that we encourage the Com- 
munists to keep us in trouble. We assure them they have nothing to 
fear. No wonder they press for conferences. They cannot lose. If 
they can’t get us to fall into some trap they have lost no ground and 
there : always a chance we may stub our toe and they gain a lot of 

round. 
x We go to the conference and we may lose; but we can’t possibly win 
because if something we propose is to their disadvantage, they just 
won’t agree to it. We put ourselves in positions where we can lose 
and can’t win; and they are in positions where they can’t lose and can 
win. 

I just don’t like to be always, or even for another 10 years, in this 
defensive position where we announce in advance, “Go ahead and try 
it, boys; if you fail there will be no penalty. If you succeed, then you 
get away with the loot.” 

Mr. Hays. Will you yield to me? 

Mr. Jupp. Yes. 

Mr. Hays. We had a period when we didn’t have this policy from 
about September 1952 to February 1953, remember? We had a policy 
of liberation. 

Mr. Jupp. That is right, and for the first time we got some real 
concessions from the Soviet Union. And so the Soviet Union in 
March of 1953 picked up that Indian proposal on prisoners of war 
in Korea, which it had snorted at and vetoed in December, dragged 
it out and'said, “Now let’s talk.” When we had them on the defensive 
they made their usual move. They said, “Let’s talk,” and so we talked 
about statement instead of liberation. We talked 2 years while they 
got the H-bomb. Then we talked 2 years about disarmament while 
they got sputnik. Then they said, no more talks on disarmament. 
They had gained what they were after—time—and hesitation on our 
part, while they got ahead in weapons. 
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When we get them in such a position, we don’t follow through. One 
day they are likely to get a breakthrough and if they do, they will go 
to our goal line, I am afraid—and without giving us a conference or 
time to catch up. 

Mr. Hays. Lagree with you. 

Mr. Jupp. I realize you can’t answer this here, Mr. Secretary. 
Every year we take this money from our taxpayers to support what 
amounts to a holding operation. But in my own heart I am con- 
vinced that we must assume the offensive. I do not mean militarily, 
but when they say, “Now, we stand for the freedom of all Africans 
from the terrible colonial powers of Europe,” and so on, we should 
say, “Why don’t you stand for liberating Hungary and Poland 
and Uzbekistan from the colonialism of the Soviet Union?” When 
they tell about our agreeing to their phony proposals on Berlin, 
why don’t we say that we'll be glad to go along on Berlin when they 
agree to let all Germans vote on the reunion of Germany. Let’s point 
out endlessly that the division of Germany can’t really be solved until 
the division of Europe is solved by letting all unite who want to. 
Why not take the initiative and push them back where they have to 
come up with answers. 

They hold us up with a gun and when we get our gun trained on 
them in return they say, “Make us a counterproposal. Will you give 
us half of what we are not entitled to instead of all?” 

Why don’t we say, “Okay, if you want to unite Berlin, just set all 
the Germans free.” When they say, “Relax tensions”; we need to say, 
“Fine, set the Hungarians free—and all the other captive peoples. 
That will relax the tensions at once.” 

I think we have to play tougher and rougher, and publicly, with 
such an adversary, instead of being such nice gentlemen, operating 
under codes which we respect and which they don’t have any respect 
for whatsoever. It isn’t enough to stop them. They have to be out- 
pressured, outmaneuvered, defeated. That is my point. 

Secretary McEtroy. If you are talking about a political response 
to eng probe, this is something I think is a little hard to disagree 
with. 

Mr. GatLacHeER. Will you yield ? 

Mr. Jupp. My time is up, I guess. 

Chairman Morgan. Mr. Fascell. 

Mr. Fascetut. I think Dr. Judd has probably vented a frustration 
that resides in all of us. I would only add this comment: The mili- 
tary is ready to go on the offense whenever the politics dictate that 
they should do so and their job is to be ready. They are telling us 
that they are ready, and let’s hope that they are. 

I agree with you though, Dr. Judd, the time has long since gone past 
that we should no longer be negative in our thinking. I believe that 
we have been completely negative and I think it is time to go on the 
affirmative, and on the offensive, politically and otherwise, particularly 
psychologically. Is it not true that we do not program any military 
assistance, either by grant or by loan unless the recipient country 
has either a multilateral or a bilateral agreement which provides for 
the use of the forces of the recipient country, or provides base rights 
which can be used by us or make some other military concession to 
the United States ? 
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Mr. Irwin. In general that is true, sir. 

Mr. Fascetx. Is there an exception ? 

Mr. Irwin. There is a provision in the law which permits the 
President to make an exception. 

Mr. Fascetz. All right. Have there been any significant changes 
in these agreements in the past year? 

Mr. Irwiy. Do you mean any new countries added or changes in 
agreements ¢ 

Mr. Fascety. I am talking about any changes in recent agreements. 

In other words, have we increased under existing agreements our 
need for base rights or other military objectives ? The answer is wé 
have not, obviously. 

Mr. Irwin. That is right. 

Mr. Fascett. Have there been any changes in force objectives 
within the last year, anywhere in the world—significant changes ¢ 

Secretary McEtroy. Not significant. 

Mr. Fascett. Then I will have to ask the question another way. 
Do we have any increases in manpower, either Army, Navy or Air 
Force, provided in the mutual security program, military assistance 
section, of this fiscal presentation ? 

I would assume we are having a decrease in personnel. 

General Twintne. [Security deletion]. The goal is going up so 
naturally more people will be coming in, but the goals themselves are 
fixed and the people are coming in to fill them up. 

Mr. Fascexy. But those original force objectives were fixed some 
time ago, General Twining, and all you are doing is programing your 
materiel to fill those objectives. 

You have been programing this over a period of years, but this year 
is no significant increase over last year. Isn’t that right? 

General Twrn1ne. I think that is right. Thatisright. 

Mr. Fascety. Are we accounting for a significant increase in equip- 
ment of some kind this year over last year ? 

F General Twrnine. We are hoping to modernize and improve the 
orces. 

Mr. Fascett. You are modernizing at a given rate all the time to 
take care of obsolescence ? 

General Twin1ne. That is right. 

Mr. Fascett. Is there a significant increase in the rate at which you 
are modernizing this year over what you did last year? 

Mr. Irwin. We will be presenting figures on that tomorrow. 

Mr. Farsstern. Dr. Judd, I think the view pg hold prevails 
throughout the committee. If you will recall, I inquired of Mr. 
Dulles why we are always taking the negative position and last week 
I asked the very same question of the head of the Euro desk. So 
I think that the people in the State Department who have control of 
this sitvation will gradually begin to understand our feelings as to 
the business of taking both a positive and a negative position on all 
questions. 

Mr. Fuuron. Would the gentleman yield for a request ? 

I would like to send a special messenger up to Foster Dulles and tell 
him the sense of this committee is that he has not been standing firm 
and inflexible enough. 
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Mr. Fascetx. That is an incorrect assumption on my part and the 
gentleman can send it for himself but don’t include me. 

Mr. Fuuron. What do you want to do, not only stand firm, but go 
ahead and push further? Maybe Mr. Irwin of the Department of 
Defense under such circumstances is not asking for enoug money for 
fiscal 1960 mutual security programs. Did that ever strike you? 

Mr. Fasceiu. Maybe. 

Mr. Farssrern. That is all right with me. 

The question I wanted to ask was if I could get an evaluation of the 
situation in Taiwan, because I understand there are about 80 percent 
Taiwanese as against about 20 percent mainland Chinese and I don’t 
know that Mr. Chiang Kai-shek will live forever. 

What would be the situation in Taiwan if anything happens to 
Chiang Kai-shek ? 

Mr. Fascetu. I think they have a successor in mind. 

Mr. Farsstern. Do you think they have anyone who can succeed 
to the extent of the present administration ? 

Mr. McEtroy. This is one of the familiar problems when you have 
very great men, very strong men as leaders of countries, the succession 
is not a simple matter. 

I think this is no more than the kind of problem you have. People 
don’t liveforever. It is unfortunate. 

I don’t think that answers your question, but it certainly hasn’t been 
unanticipated. 

Mr. Farsstetn. It was just of the nature of speculation. 

Mr. Fascetu. There is no speculation there. He is going to die. 

Mr. Jupp. He has announced he is going to remove himself as Presi- 
dent next year. 

Chairman Morcan. Mr. Beckworth. 

Mr. Beckwortn. Military and economic aid have to be grouped; 
is that right? You think of them as accompanying each other. 

Secretary McEtroy. Certainly defense support which is aid of an 
economic nature, is mutually supported with military aid in those 
countries. 

Mr. Becxwortn. You think of them together and as both being 
essential ? 

Secretary McEtroy. I do, sir. 

Mr. Beckwortn. We heard some requests made as to what would be 
the effect if the military aid is reduced, for example, 25 percent. 

When you consider that type of question, I would appreciate your 
including your viewpoint concerning economic aid, if it is reduced 
25 percent. 

Now, I will admit that you say that is out of your province, but at 
the same time if defense and economic aid are to be grouped we ought 
to have, as I see it, a military viewpoint or a defense viewpoint as to 
the effect of any reduction of economic aid because it is very easy for 
a person at this time to say “Oh, I am not for cutting military aid to 
our allies, but on this economic aid, let’s knife it good.” 

Do you see what I am talking about ? 

Secretary McEtroy. Surely I do. 

Mr. Becxworru. I hope you will include in this record some con- 
sideration on the economic aid you feel is needed as you come to a con- 
clusion on the amount of military aid needed. 
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Secretary McE roy. I am sure we can give our answer on the de- 
fense support aspect. The degree to which we feel free to comment 
on a program which is not our own, the strictly economic aid outside 
of defense, I don’t quite know, but we will look at it. 

Mr. Beckwortu. Bear in mind the observation that they are 
grouped; they are together. One assists the other. — : 

Secretary McEtroy. I said the defense support portion of economic 
aid is grouped with military assistance. 

Mr. Becxwortn. That is right and that is the basis of my request 
along the line for you to have an opinion on the necessary amount of 
economic aid, if possible. 

Secretary McExroy. Therein you are not asking about the economic 
aid which is other than defense support. 

Mr. Becxwortu. Well, I am if the two work with each other. As I 
understand the testimony, they do. I have understood that the eco- 
nomic aid is necessary for the defense posture. 

Secretary McE.roy. You would have to stretch defense a little bit 
far. 

Mr. Becxwortu. I realize that, but it has been my concept all along 
that it is told us economic aid is in the national interest. 

Secretary McExroy. All right; sure. I believe that. 

Mr. BecxwortH. To have economic aid with the other aid. 

Secretary McEtroy. My only point is that we have I think in our 
end of the business, a perfect right to express an opinion which we 
can pretty much say is an administration opinion on those matters 
which are of the defense type. But when we come into matters which 
are outside of our purview, then it seems to me, for us to get talking 
about them except in those terms in which you did ask me before, 
which is, do I favor it, and I do favor it, then it seems to me that 
maybe you are asking me to get in over our heads, 

Mr. Becxwortn. No, it occurs to me that as one charged with the 
defense of this country that it is not going too far—and I may be 
wrong—in asking you to express an opinion, as the Secretary of 
Defense, as to how much economic aid you feel is needed, based on 
the information you are obtaining from all sources. 

Secretary McExroy. Let me say we will work to develop an answer 
on all forms of economic aid. We will certainly give it on defense 
wey and we will try also to give it on the other type of economic aid. 

r. Beckwortnu. I would appreciate it. 

(The following information was subsequently submitted for the 
record :) 

The Department of Defense submits the following information in response 
to Mr. Beckworth’s question on the effect of a cut in the amount of funds re- 
quested for defense support : 

The DOD would regard any cut in the amounts requested for defense support 
as inconsistent with the required maintenance of an adequate defensive strength 
in the free world. Defense support is that quantity of economic assistance 
which is required to enable the countries receiving such assistance to maintain 
a level of military strength judged to be essential to our common interests. 

Defense support provides the economic foundation for the military strength 
being maintained in that country. Inadequate defense support assistance would 
adversely affect the ability of the countries concerned to maintain the forces re- 
quired in our mutual defense interests. 

The determination of the amounts required is the responsibility of the Depart- 


ment of State based on a thorough analysis and consideration of political, 
mnilitary, and economic factors. 
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Chairman Morean. Mr. Gallagher. 

Mr. Gauiacuer. I would just like to follow up on Dr. Judd’s ques- 
tion : The other day General White made a statement that perhaps the 
whole issue would be decided in 2 or possibly 3 days, in the event we 
got that far. If we were away for a weekend and it happened, then 
it could be that we could miss the whole thing. 

In view of the necessity and in view of what Dr. Judd points out, 
that we should have an offensive psychology, and the Russians being 
bright fellows, as you pointed out, and being aware of the historic 
power to decide the issue, have you and your colleagues ever given any 
consideration to whether or not we should reappraise this, with some 
sort of an optional authority resting in the Commander in Chief, as 
all of these new crises come up? So that not only would we have a 
en ect meg approach to it, that we are on the offensive, if need be, 

ut that we would be in a position to meet any intelligence report 
which may necessitate our using the element of surprise? 

Secretary McEtroy. There are, for each of the trouble situations of 
the world, National Security Council papers which set up objectives, 
and for that reason give some quite broad guidance as to the policies 
to be followed. Those, I think, are adequate for the military. We 
fortunately have quite satisfactory communications and are in close 
touch, again, with the potential trouble spots of the world. I think 
that the guidance we need, we have; don’t you, General Twining? 

General Twrntne. Yes. 

Secretary McE roy. I think our commanders in the field have what 
they need to move with confidence within the limits of national objec- 
tives that have been carefully set by combined military and civilian 
apprisal of these objectives. 

Mr. Gatiacuer. I certainly admire the confidence that you and 
the general displayed, and I think it is very important that our adver- 
saries are aware that we share that confidence and that you have the 
authority to express that confidence if needed. 

Secretary McEtroy. There is an immense amount of planning that 
goes on in all parts of the world. A lot of it is done here, a lot of it 
is done in the staffs of the unified commanders around the world. You 
naturally can’t talk about these in any detail at all, but the thing that 
I think ie been reassuring to me about all of this is to recognize the 
amount of this that has been done, and for that reason the preparation 
of people who must very suddenly make some hard decisions as to the 
kind of things which are in accordance with the policy of the country 
as established, in anticipation of such a thing, by the Security Coun- 
cil which, as I say, is a combination of military and top civilian views. 

Chairman Morean. Any further questions ? 

Thank you, Mr. Secretary and General Twining. The committee 
stands adjourned until 10: 30 tomorrow, when there will be an execu- 
tive session here. 

(Whereupon, at 4:40 p.m., the committee adjourned to reconvene 
at 10: 30 a.m., Thursday, March 19, 1959.) 
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THURSDAY, MARCH 19, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 11:15 a.m., in 
room G-3, U.S. Capitol, Hon. Thomas E. Morgan (chairman) pre- 
siding. 

 — Morcan. We continue this morning our hearings on 
mutual security. We have with us the Honorable John N. Irwin II, 
Assistant Secretary of Defense for International Security Affairs, 
accompanied by Mr. Charles H. Shuff, Deputy Assistant Secreta 
of Defense for International Security Affairs and Mr. John L. Hol- 
combe, Director, Office of Programing and Control, Office of the 
Secretary of Defense, and other members of his staff. This is your 
initial appearance before the committee ? 


STATEMENT OF HON. JOHN N. IRWIN II, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Irwin. In fact, it is my baptism into congressional hearings. 

Chairman Morean. I am sure the committee will treat you very 
gently this morning. 

Do you have a statement ? 

Mr. Irwin. Yes, sir. 

Chairman Morgan. Go right ahead, sir. 

Mr. Irwin. Mr. Chairman and members of the committee: 

Each Government official who testifies before Congress doubtless 
believes strongly in the importance of his particular program. Cer- 
tainly, it is my conviction that in the military assistance portion of 
the mutual security program this country has constructed a powerful 
free world weapon against the expansion of communism. e dol- 
lars which Congress has authorized and appropriated for the military 
assistance program have contributed substantially to the military 
strength and security of the United States. 

The military assistance program (MAP) plays a major role in 
achieving our national objectives and the goals of the free world 
alliance. Although its principal purpose is to strengthen the military 
power of our allies, MAP nourishes the concept of collective security 
and provides our allies with continuing, tangible evidence of our de- 
termination to stand with them. This evidence bolsters their confi- 
dence and stiffens their will to resist the political pressures, military 
threats, and economic blandishments of communism. The very ex- 
istence of strong defensive forces is a stabilizing and cohesive factor 
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which creates firmness in the face of the ever more ominous Sino- 
Soviet threat and which offers encouragement to neutral powers seek- 
ing to maintain their independence. These forces, however, could not 
be maintained without U.S. support through the military assistance 
program. 

A weakening of our support of the free world forces on the fron- 
tiers of communism would jeopardize the entire collective security 
system. A major benefit of the military assistance program is the 
opportunity it affords the United States to influence foreign military 
policy. Often, this influence extends to national policies of recipient 
nations through their military leadership. 

These are background factors against which detailed evaluation of 
the program should be made. 

Before turning to the military assistance program itself, however, 
I wish to review briefly the system of defensive alliance through 
which we participate in the common defense and collective security 
of the free world. 

Today we have miltiary alliances with 40 nations. These include 
bilateral treaties with Korea, Nationalist China, Japan, the Phil- 
ippines and—just concluded on March 5—bilatera] agreements with 

urkey, Iran, and Pakistan; and multilateral agreements with 
the members of NATO, SEATO, the Rio Pact, and ANZUS. It is 
this great interlocking chain of alliances which encircles the entire 
perimiter of the Iron and Bamboo Curtains and makes collective 
security possible and practical. By supporting collective security 
through the military assistance program, the United States has helped 
its allies to create a total military strength representing 80 percent of 
our combined ground forces, 40 percent of our combined combat 
planes, and 60 percent of our combined naval craft. This military 
might contributes substantially to deterring further Sino-Soviet ag- 
gression and to preserving the freedom and integrity of the non- 
Communist alliance. 

These figures in themselves are strong evidence to contravert the 
arguments which seek to prove that our assistance is a one-way street; 
but they are, of course, only a part of the story with respect to the 
mutuality of the collective security undertaking. Substantial as is 
the contribution of our allies in the form of military manpower, and 
much as it lightens our own burden all over the world, it is only one 
form of their cooperation with us in the common defense. 

Our support of collective security through military assistance bene- 
fits the United States in many ways. The most striking example is, 
of course, the network of some 250 major installations overseas made 
available to us by our partners as a portion of their contribution to 
the common defense. These bases are of vital importance to the 
forward deployment of our strategic commands, missile forces, and 
advanced weapons. 

Although perhaps less generally known, the continuing availability 
of sources of strategic materials is equally vital. Many of these, 
essential to our civilian economy and defense production, come from 
friendly foreign sources. Without access to oversea sources of these 
materials and protection of the communication lanes over which they 
reach the United States, both insurable vee through free world 
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cooperation, our great industrial machine would be seriously affected. 
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The pooling of allied technical and research and development skills 
has a stimulating and accelerating effect on scientific progress in the 
crucial field of advanced weapons at a point when time is of the 
essence. 

The extent. of the allied commitment to collective security is clearly 
revealed by the determination of NATO, despite blunt and repeated 
Soviet warnings and threats, to achieve the most effective pattern of 
military strength, taking into account the most recent developments 
in weapons and techniques. To this end, NATO forces are being 
equipped with modern aircraft and various kinds of missiles. These 
actions, taken in the face of menacing Soviet pronouncements, illus- 
trate, as does the United States-NATO solidarity in the Berlin situa- 
tion, the confidence of our allies in the NATO collective security effort 
and in the U.S. commitment thereto. 

The events of the past. year in the Middle East offer ample evidence 
of fortitude and determination in the face of tremendous pressures— 
and of the effectiveness with which our support bolsters our allies’ 
resistance. The U.S.S.R. brought the heaviest kind of diplomatic and 
on seep? pressure upon Iran to prevent her from signing a new 

ilateral with the United States. The Soviet sought to force her— 
with a combination of threats and promises—to enter into a nonaggres- 
sion pact with Russia. 

Turkey and Pakistan (themselves under pressure from the U.S.S.R.) 
lend strong moral support, counsel, and encouragement to their 
Baghdad Pact ally, just as we did; Iran stood fast. The Soviet move 
failed and we signed the previously mentioned bilaterals with Iran, 
Turkey, and Pakistan. I have cited Iran’s case because her situation 
hung dramatically in the balance for a brief but critical period. 

Mutuality of interest and devotion to common purposes can be 
expressed in many ways, all of them by no means material. The 
Baghdad Pact nations demonstrated the kind of mutuality that makes 
the voluntary association of nations such a mighty force for freedom 
in the world today. 

UNEXPENDED BALANCES 


Now, turning to the program, an assessment of its operation must 
be made in terms of accomplishment and efficiency of management. 
First, the status of military assistance funds, that is, the “pipeline.” 

(A chart entitled “Expenditures and Carryover” was shown.) 

Mr. Irwin. The management of unexpended balances receives care- 
ful and continuous attention. Control is achieved primarily by limit- 
ing funding to required leadtime. The law requires that funds must 
be on hand before weapons or services can be ordered for our allies. 
Expenditures are made when materiel is delivered or when a service, 
such as training, is provided. In the case of long leadtime items, such 
as missiles, 3 or 4 years may elapse between the date of appropriation 
and the date of expenditure. This chart shows the amount of funds 
expended each year and the carryover at the end of the year. A re- 
duction in carryover is brought about by providing in any one year 
more assistance than the amount of the new appropriation. You may 
remember that last year Mr. Sprague pointed out the sharp reduction 
of unexpended balances from a high point of $8.5 billion at the end 
of fiscal year 1953 to $3.4 billion at the end of fiscal year 1958. As you 
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see, expenditures in 1958 totaled $300 million more than the $1,856 
million appropriated. Similarly, in 1959, we expect to x ge nearly 
$860 million more than the $1,515 million appropriated. In 1960, 
we plan to spend $250 million more than the $1,600 million requested. 
The carryover at the end of fiscal year 1960 will have been reduced to 
$2.3 billion, over half of which will have been obligated for missiles, 
aircraft, and ships. 

You will notice that expenditures have averaged about $2.4 billion 
for the 5 years from 1955 through 1959. The estimated expenditure 
rate in fiscal year 1960 drops below $2 billion for the first time since 
1952. 

Considering the required leadtime for many of the modern weap- 
ons systems, such as missiles and related electronics and communica- 
tions systems, further reduction of this carryover would have a serious 
effect upon our capability to meet priority requirements of our allies 
in future years. 

RECENT ACCOMPLISHMENTS OF MAP 


Before discussing the operational aspects of the program, I should 
like to review briefly some of the more important accomplishments 
in various regions of the world. 


EUROPE 


In April, a ceremony in Washington will mark the completion of 
the first decade of the existence of the North Atlantic Treaty Organ- 
ization. As this committee is well aware, the strength and durability 
of this great alliance has played a key role in the security and postwar 
development of Western Europe. At present, our position is strength- 
ened by the expressed unanimity of allied opinion and determination 
in the face of the Berlin crisis. 

In addition to demonstrating free-world unity during the pressures 
of the cold war, NATO can point to significant operational accom- 

lishment, including the development of systems of strategic planning, 
ogistical support, and day-to-day operation of combined commands. 
Apart from its military aspects, NATO plays an important political 
role in the international relations of member countries. It has as- 
sisted in the solution of disputes. For example, the recent agreement 
which settled the Cyprus problem has eliminated a divisive threat and 
attests to the will of NATO members to surmount regional differences 
and concentrate their energies on the further buildup of free-world 
strength. Although General Norstad and other Defense representa- 
tives will later speak in some detail of accomplishments within the 
NATO military assistance program, a few of the principal achieve- 
ments should be mentioned at this point. 

Fiscal year 1959 marks the actual delivery and activation of the first 
10 missile units programed under MAP to our NATO allies. In addi- 
tion, the way has been prepared for delivery of an additional 20 mis- 
sile units to NATO countries by the 31st of December this year because 
of intensive missile training accomplished during fiscal year 1959. 
All of these weapons have a nuclear delivery capability and are on-the- 
spot evidence of our determination to provide the means of modern- 
izing allied forces. 
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FAR EAST 


In the Far East, the most dramatic accomplishment of the military- 
assistance program during the past year was the resistance by the Na- 
tionalist Chinese to Communist aggression in the Taiwan Strait. 

On August 23, 1958, the Chinese Communists launched an artil- 
lery attack on the Quemoy Island complex to soften it up before tak- 
ing it over. What happened is history. The Nationalist Chinese, as- 
sisted by augmented MAP logistic support and training, withstood the 
Communist act of aggression. 

The effectiveness of the MAP training was manifested in all opera- 
tions, but especially in the air battles over the Taiwan Strait. The 
record was 33 Communist planes shot down to 4 lost by the Nation- 
alists. And, of the 33,29 were downed by .50-caliber machinegun fire 
rather than by Sidewinders as implied in news reports. The success 
of the Chinese Nationalist pilots is attributable to training, superior 
tactics, and battle discipline. 

{Security deletion. ] 

Mr. Irwin. The immediate assistance by the United States to the 
Chinese has contributed immeasurably to the willingness and deter- 
mination of other Asian nations to withstand Communist aggression. 
The military assistance proved itself an effective instrument of col- 
lective security and national policy in the Far East. 


MIDDLB EAST 


The coup in Iraq last July and the disturbance in Lebanon created 
strong pressures on Turkey, Iran, and Jordan. In order to strengthen 
Tran’s military units and particularly to provide encouragement and 
support to her government and people [security deletion]. 

The Soviets likewise stapeeed to capitalize on the situation by 
maneuvering provocatively on the Turkish border and by broadcast- 
ing threats. Again the military assistance program responded [secu- 
rity deletion J. 

Jordan, already feeling the pressures of the United Arab Republic, 
was further menaced by Iraq’s revolution and the collapse of the 
Arab Union. The United States promptly by airlift provided [se- 
curity deletion] assistance to King Hussein’s Government to main- 
tain internal security. 

The supply of MAP materiel to Iraq was, of course, immediatel 
suspended, and has not been resumed since the revolution. Throug 
the above measures, these nations, shaken by the threatening devel- 
opments on their borders, were provided urgently needed material 
assistance and vitally necessary psychological support. 


LATIN AMERICA 


Despite political unrest in Latin America during the past year, all 
countries in the area have continued to support free world policy 
and U.S. positions in the United Nations. Each of the 12 nations 
with whom the United States has bilateral military assistance agree- 
ments has continued to abide by and fulfill its obligations under the 
agreements. 
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Brazil and the Dominican Republic continue to provide sites for 
stations required by our long-range missile projects. Cuba continues 
to abide by its agreement with respect to the U.S. Naval Base at 
Guantanamo Bay. 

Latin America remains of great strategic importance to the free 
world both because of its location and its sources of strategic raw 
materials. Accordingly, military assistance to the Latin American 
countries is considered necessary to develop an acceptable capability 
for collective defense of the Western Hemisphere. 

(A chart entitled “Military Assistance Programs, Fiscal Year 1959, 
Fiscal Year 1960,” was shown.) 

A comparison of the program for fiscal year 1959 and the pro- 
posed programs for fiscal year 1960 is shown graphically in this 
chart. The column on the left is the program for fiscal year 1959, 
that on the right for fiscal year 1960. These programs represent 
orders placed or to be placed for materiel and services during the 
fiscal year. Deliveries and expenditures take place from 6 months 
to 3 years later. In each column, the part shaded in gray represents 
materiel and that in blue represents services. In each of these years, 
we will achieve a program larger than the funds actually appro- 

riated by reprograming prior-year funds not required for their orig- 
inal purpose. These additional funds are derived because some pre- 
viously programed items are no longer required, or because materiel 
has become available at a lesser cost. In this manner, $221 million 
was made available in fiscal vear 1959 from prior-year programs, 
including $21 million of unobligated funds available from the fiscal 
year 1958 appropriation. We estimate that $118 million will become 
available in fiscal year 1960. ‘This is represented in the yellow bars 
for each year, which show the source of funds. 


SOURCE OF FUNDS 


Beginning with fiscal year 1959, another source of funds is becom- 
ing available as we receive repayments on credit sales authorized for 
the first time in the 1957 statute. It is anticipated that $41 million 
of sales receipts will be available in fiscal year 1959 and $80 million 
in fiscal year 1960. 

Some additional requirements are met without cost to the military 
assistance program from excess stocks of the military departments 
or. from materiel previously furnished to certain allies but no longer 
required by them. In fiscal year 1959, $331 million of excess materiel 
is programed for our allies and $85 million in fiscal year 1960, as 
shown below the baseline in both columns. Other requirements of our 
allies will be met without cost to MAP funds through cash sales. We 
are requesting $1,600 million new obligational authority for fiscal 
year 1960 as compared to the $1,515 million new obligational authority 
appropriated to us by the Congress last year. 


MAINTENANCE 


The highest: priority in programing is for maintenance of forces 
already built up with the help of past military assistance. Mainte- 
nance includes overhaul or replacement of unserviceable equipment, 
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training ammunition, and spare parts. In those countries of the Far 
East and Near East which have the least capability to maintain their 
own forces, maintenance also includes some civilian type items, such 
as petroleum and food. It is for these countries that the bulk of our 
maintenance funds must be provided. Countries that have the capa- 
bility to do so are expected to pay the cost for the maintenance of 
their own forces through their own resources. The amount of funds 
requested for force maintenance is $385 million for fiscal year 1960. 


FORCE IMPROVEMENT 


The major part of the materiel program is for improvement of 
military readiness and effectiveness through the modernization of 
equipment, the provision of newer weapons systems, such as missiles, 
and by roviding additional initial equipment or certain war reserves, 
particularly ammunition. Missiles are among the highest prea 
items in force improvement. We have programed $302 million for 
missiles in fiscal year 1960, compared to $192 million in 1959. 

United States and NATO Military Headquarters have established 
a high priority for the provision of advanced missiles systems to offset 

owing Soviet capabilities. These systems include surface-to-sur- 

ace, surface-to-air, and air-to-air guided missiles and the Honest 
John free flight rocket. The fiscal year 1960 program includes $24 
million for the Sidewinder missiles, $55 million for IRBM’s [security 
deletion ], $74 million for the Hawk [security deletion], $53 million for 
a “cruise type missile” [security deletion ], $27 million for the Lacrosse, 
$54 million for modernizing previously programed Nikes, and the 
remaining $15 million for guided target drones and for the completion 
of Terrier and Tartar missile systems. 

Total force improvements, including missiles, are about the same in 
both years—$914 million as compared to $924 million. The large por- 
tion being applied for missiles in fiscal year 1960 leaves $612 million 
for other force improvements. This amount is largely for conven- 
tional weapons, but includes modern high performance weapons, such 
as the new Century series aircraft, the latest type of antisubmarine 
aircraft, some lightweight strike fighter aircraft, as well as 106-milli- 
meter recoilless rifles, and coastal and inshore minesweepers. 

Credit sales differ from cash sales shown in the bottom part of each 
column in that it utilizes the authority provided by the Congress to 
reuse for further military assistance the deferred payments received 
from the use of up to $175 million of military assistance funds. It is 
planned to use $75 million for this purpose in fiscal year 1960, as com- 
pared to $23 million programed in fiscal year 1959. 

The largest nonmateriel item is packing, crating, handling, and 
transportation (P.C.H. & T.). It is directly related to the materiel 
delivered in any year. The lower estimates for 1960 is due to the 
er in expenditures in 1960 over 1959, as reflected in the previous 
chart. 

The expenditures in any one year depend on previous year’s pro- 

ing in the pipeline and as that comes down or as the program 

mes effective in any one year, the packing and handling and crat- 

ing program in that year depends on deliveries to be made in prior- 
year programs. 
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Chairman Morean. If the administration receives the full $1.6 bil- 
lion, they are only going to draw down the pipeline by $300,000, is 
that right ? 

Mr. Irwin. The $300 million. 

Chairman Morgan. That is what I mean. 

Mr. Irwin. It would bring it down from 2.6 to 2.3. While all the 
military assistance program is one of mutual effort with our allies, 
there are four programs which are subject to special cost sharing agree- 
ments: Infrastructure, mutual weapons calenens program, weap- 
ons Reveestne program, and support of NATO International Mili- 
tary Headquarters. 

The infrastructure program provides for airfields, naval bases, war 
headquarters and other seppounng military facilities essential to joint 
operations by the integrated NATO forces. The cost of the program 
is shared on an agreed basis with our allies; and the U.S. portion for 
fiscal year 1960 is $70 million. The $40 million requested for the 
seutual weapons development program is for continuing support of 
the effort to accelerate the development of selected advanced weapons 
and equipment through the pooling of allied scientific and technical 
skills. The weapons production program, for which the fiscal year 
1960 request is $20 million, is designed to assist allied nations in the 
establishment and expansion of facilities for the manufacture and 
maintenance of military equipment and thereby decrease their financial 
dependence = U.S. sources. During the coming year, this pro- 
gram will be directed pe, toward increasing missile production 
capability. For the support of international military headquarters in 
fiscal year 1960 the amount requested is $8 million. 

The next item shown in the amount of $90 million for fiscal year 
1960 as compared to $88 million in 1959 is for the cost of training 
allied personnel, either by attendance at schools in the United States 
or overseas, or by technical representatives assigned to countries or 
regions. Of the various forms of military assistance, training rep- 
resents the greatest value per dollar spent in the accomplishment of 
U.S. objectives. In addition to improving skills in military special- 
ties, trained personnel have a substantial impact on the cultural and 
industrial development of their own country, and on the general atti- 
tudes of the people of their country toward the United States. They 
are trained in many scarce skills, such as electronics, and, upon leaving 
military service, contribute to the pool of available skilled manpower 
for industry. The effect of this training can well last long after the 
items of military hardware upon which they have been trained have 
disappeared. 

Other miscellaneous charges, such as administration, U.S. support 
in Korea, and overseas internal security, account for $55 to $57 million 
in each year. 

(A chart entitled “Military Assistance, Percentage Distribution by 
Region,” was shown. ) 

Mr. Irwin. The next chart shows a breakdown of the program by 
regions. You will notice when the program started, military assist- 
ance was provided to only 20 countries, as contrasted with 40 countries 
participating in 1960. In fiscal year 1959 Europe received 29 percent 
of the total program. In fiscal year 1960 this has increased to 38 
percent, which is primarily for modernization of forces. 7 
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The Near East, South Asia, and Africa region has increased from 
14 percent in the 1950-51 period to 23 percent in fiscal year 1960, and 
the number of countries supported have increased from 3 to 6. The 
Far East percentage has increased from 14 percent to about 32 percent 
of the total program between the 1950-51 period and 1960. The Latin 
America area currently accounts for 5 percent of the program. 


MANAGEMENT 


Military assistance is a complex operation. We are dealing with 
the governments, the ministries of defense, and the armed forces of 
some 60 sovereign countries, each with their own traditions and cus- 
toms. Ways of doing things vary from country to country. We 
cannot, and we should not if we could, force them all to conform to the 
U.S. pattern. In many countries we have had to build a logistics 
system from the ground up. Language difficulties add to the com- 
plications. The establishment of even a rudimentary stock record 
system in some of these countries must count as a major achievement. 

The operators of the program realize that it falls short of per- 
fection in many respects. We are continually seeking to correct de- 
ficiencies to develop better and more efficient ways to carry out this 
unique program. 

In addition to the management controls which have been estab- 
lished to promote effective and efficient performance, a comprehensive 
internal audit system has been designed and audits of selected ac- 
tivities of every level of management are now in process. Included 
in the audit coverage are Military Assistance Advisory Groups, uni- 
fied commands, field activities, and headquarters of the military 
departments, as well as the OSD. 

As the audit findings are received the Department of Defense 
will take actions to strengthen further the operational efficiency of 
the program. 

The reports of the GAO are carefully reviewed and necessary 
measures are taken whenever practical to correct the deficiencies 
noted. 

This year we have also had the benefit of the recommendations 
of the Subcommittee To Review the Mutual Security Programs, 
which held hearings on the military assistance program for several 
countries. Its interim report noted its concern with certain situations, 
which have also been of continuing concern to the Department of 
Defense. Continued efforts will be made to correct these deficiencies. 

Two days ago the President’s Committee To Study the U.S. Mili- 
tary Assistance Program submitted highly significant interim rec- 
ommendations. They concluded that “the mutual security program 
is now and will remain an essential tool of foreign policy” and that 
it should be put on a continuing basis. On military assistance spe- 
cifically, the Draper Committee recommended more than the $1.6 
billion in the administration’s request. The Committee report is 
under study-in Defense on an urgent basis preparatory to action 
by the administration. This reaffirmation of the importance of MAP 
by a group with such a wide range of Government experience testifies 
to MAP’s key role in our national security. ’ 

The balance of our presentation is designed to give the committee 
all the information and background you need in your deliberations. 
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We stand ready to modify it to suit your desires and conveniences. 
Mr. Charles H. Shuff, Deputy Assistant Secretary of Defense for 
MAP, who supported the program before you last year, will be 
responsible for the detailed presentation. We are planning to in- 
clude a discussion by the Director of the Office of Programing and 
Control of how the program is formulated, reports by each of the 
four regional directors, and a presentation on various supporting 
programs which do not fall within any one region. In a summation, 
Mr. Shuiff will correlate the Defense presentation, so that we hope 
you will be left with an integrated and clear picture of the entire pro- 
ram. 

Chairman Morean. Thank you, Mr. Irwin. 

Mr. Irwin. May I say I have with me Mr. Shuff; Mr. Holcombe, 
who is in our Office of Programing and Control; Mr. Shaw, who is our 
MAP comptroller; and Mr. Leigh, who is head of the international 
affairs staff of the General Counsel’s Office. 

Chairman Morean. Mr. Shuff, of course, will appear later on. 

Mr. Irwin. He will be here a great deal and I will be here, I hope 
for much of the testimony by our regional directors and Mr. Holcombe. 

Chairman Morean. Mr. Irwin, you spoke of the 250 major installa- 
tions. They are scattered all over the free world. Besides airbases, 
what does this include ? 

Mr. Irwin. It also includes naval bases, army installations, com- 
munications installations—those are the broad categories. There are 
undoubtedly many others. 

Chairman Morean. Does this include submarine bases ? 

Mr. Irwin. It includes submarine and naval. A lot of them are 
in NATO. We have combined air and naval facilities in some coun- 
tries such as Portugal, Spain—the Azores, where we have a base, is 
part of Portugal. We have them in the Philippines and scattered 
through the Far East. We also have other facilities in other parts of 
the world [security deletion ]. 

Chairman Morean. Did I understand you to say in the 1959 pro- 
gram we delivered 10 missile units? 

Mr. Irwin. It is anticipated by July 1, 1959, more than 10 missile 
units will be delivered. 

Chairman Morean. And in this new program for 1960 it increases 
to 20 missile units? 

Mr. Irwin. By the end of calendar 1959 we will have over 30 missile 
units in Europe, which were provided for in prior year programs. 
Of those, the first 10 will go to France, Germany, Turkey, the United 
Kingdom, and Italy. 

Chairman Morgan. Where do the 20 go? 

Mr. Irwin. The others will go into some of the same countries, but 
~ 6, Denmark, Greece, Netherlands, and Norway [security 

eletion }. 

Chairman Morean. Then you would say the biggest portion of this 
$1.6 billion requested for fiscal year 1960 is to modernize? 

Mr. Irwin. Unfortunately, no, sir. I wish we were doing more in 
the way of modernization really. In the 1960 program, the packing, 
crating, handling, and transportation reflect prior years’ programs. 
The cost-sharing goes into infrastructure, international headquarters, 
and similar items which are more or less fixed obligations. Training is 
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one of our highest priority items and should not be cut in any case. 
There are administration and other year-to-year charges that cannot 
be cut. That leaves the bulk of your program in force improvements 
and maintenance. 

Maintenance is first priority as being necessary to maintain our in- 
vestment. We have to maintain what is already there. Of the re- 
maining amount, we have $302 million going into missile and $612 
million going into other force improvements. It is true that the bulk 
is in the force improvement—it is about $914 million. The missile 
portion alone is about $302 million. 

Chairman Morean. Mr. Irwin, how much of the $1.6 billion will 
goto the NATO countries? 

Mr. Irwin. Close to 40 percent. 

Chairman Morean. Mr. Irwin, did the Draper Committee have full 
knowledge of the request for NATO countries in the fiscal year 1960 
before they issued their report recommending another $400 million 
for a long-range modernization program ? 

Mr. Irwin. Yes, sir. 

Chairman Morean. They still came in with a recommendation for 
an increase of $400 million then for modernization in addition to the 
new money that you are requesting ? 

Mr. Irwin. Yes, sir. 

Chairman Morean. In force improvements and modernization ? 

Mr. Irwin. Yes, sir. 

Chairman Morean. Thank you, Mr. Irwin. 

Mrs. Bolton. 

Mrs. Bouton. Mr. Irwin, up here you have $1,777 million. 

Mr. Irwin. That was the 1959 program. 

Mrs. Bouron. But Congress ehed only $1.5 billion. 

Mr. Irwin. Yes, ma’am. I will now refer to this other chart. This 
was the congressional appropriation in 1959 [indicating]. 

The $1.6 billion is what we are requesting in 1960. In 1959 we an- 
ticipate using $41 million from sales receipts. That is reimbursement 
from credit sales. We expect sales receipts of $80 million in 1960. In 
1959 we have received to date about $20 million. So, following the 
authorization of the $175 million for credit sales, each year it Seu toen 
going up by more having gone out and then in the year they pay it 
back. 

Mrs. Botton. Who do we sell to on that basis, the NATO countries 
or all over? 

Mr. Irwin. Well, anyone who can afford to pay for it. In fact we 
encourage those who can afford it to buy the equipment rather than 
transfer it on a grant basis. 

The other items we anticipate are our best estimate at this time. 
They include programed gee that may have been made avail- 
able but no longer needed by a particular country. This may result 
from a program having been suspended or canceled or equipment may 
have become available at a lesser cost. An item originally programed 
may have been declared excess by the supplying military department 
after that period. We have allowed for such factors. From experi- 
ence we estimate we will pet this amount; we estimate that much from 
sales, and while this is what we require for the program, we decreased 
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what we asked for, for authorization, by taking into account these ad- 
ditional fund sources we think we will have. 

This is considerably higher than that. One reason is that the Con- 
gress in 1956 changed the pricing formula for weapons received from 
the military departments to the program. The pricing differentials 
have been reflected in 1957, 1958, and 1959. I believe the reflection in 
1959 was something like a hundred million dollars as a result of that 
price change. We think there will be no substantial changes though 
in 1960 and later years. 

If more detail is needed than I have given there are people here 
from ICA who can supply more detail if you desire. Mr. Holcombe 
will discuss the pipeline and other factors in detail when he testifies at 
one of your later hearings. 

Mrs. Boutron. When you speak of 250 installations, do you include 
for example the installations in Canada? 

Mr. Irwin. Yes. There are actually many more installations. 
However, the 250 has been referred to as the number of major in- 
stallations. 

Mrs. Bouron, Thank you. 

Chairman Morgan. Mr. Carnahan. 

Mr. Carnauan. Mr. Irwin, on the second page of your statement 
you say “by supporting collective security through the military assist- 
ance program, the United States has helped its allies to create a total 
military strength representing 80 percent of our combined ground 
forces, 40 percent of our combined combat planes, and 60 percent of 
our combined naval craft.” Do you mean in that statement that of 
all of the ground forces of the 40 countries that you spoke of above as 
our allies, those allies have been able to develop and maintain 80 per- 
cent of the total ground forces? 

Mr. Irwin. Yes, sir. 

Mr. Carnanan. And ours would be 20 percent ? 

Mr. Irwin. Twenty percent. 

Mr. Carnanan. And the same for the others. Forty percent of our 
combat planes. That means we have more planes than all the allies 
together ? 

Mr. Irwin. Yes. 

Mr. Carnanan. And 60 percent of the combined naval craft? 

Mr. Irwtn. Yes, sir. 

Mr. Carnanan. Are there other military forces outside of the Iron 
Curtain which might be included among the military forces which are 
attempting to attain the same ideals that we want ? 

Mr, Irwin. Yes, sir; there are. Hearing your questions along these 
same lines, directed to Secretary McElroy yesterday, I asked what that 
figure would be and I don’t have it broken down. I asked that it be 
checked with Intelligence to determine the strengths of such countries 
as India, Egypt, Saudi Arabia, South Africa, and Yugoslavia, and 
without knowing specifically which countries they included I received 
a figure this morning of approximately 2,200,000 free world forces not 
alined with the United States. 

Mr. Carnanan. But you don’t have the computation of the figures 
the allies and non-Communist bloc forces that are not allied with us? 


Mr. Irwin. Well, that is the figure, the 2,200,000, but I don’t have 
it broken down. 
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Mr. CarNnauan. Would you furnish it broken down to show the per- 
centage of that combined force which the United States maintains and 
the percentage which those other countries maintain? That is the 
comparison I would like to have. 

You don’t have to doit now. You can provide that later. 

(A classified memorandum was subsequently supplied for the 
committee records. ) 

Mr. CarnanHan. Another statement you made that was of particular 
interest to me regarding training—lI believe it is on page 15 of your 
statement— 

Of the various forms of military assistance, training represents the greatest 
value per dollar spent in the accomplishment of U.S. objectives. 

I was impressed with that statement and I wanted to ask if there is a 
type of training given to the personnel of the Armed Forces of the 
allied governments which is not entirely military in character. 

Mr. Irwin. All the training is done for a military purpose, Mr. 
Carnahan, but certain military skills, are also civilian skills, so military 
training enables a man to apply the skills in a civilian occupation. 
Language training is also important. We do quite a lot of English 
language training with instructors that, of course, has nothing, per se, 
to do with military training and yet it is essential for clear under- 
standing and asa basis for instruction. 

Mr. CarnaHAan. In your opinion, should more attention be given 
to the training of the individual military man than is being done now # 

Mr. Irwin. Our present figure is the balance that we feel is the best. 

We emphasize training as much as is practical. 

Mr. CarnaHANn. You feel it is the optimum for obtaining military 
objectives, but what I am wondering is if this training isn’t worthy of 
more consideration. You say the effect of this training can well last 
long after the item of military hardware upon which they have been 
trained has disappeared. 

What I am wondering is if we are perhaps not missing a most 
excellent opportunity of giving a type of training which is going to 
have the carryover effect into the economic and social life of the coun- 
try after the individual leaves the military forces of that country. 

Mr. Irwin. I agree with you wholeheartedly that that is what we 
should seek to achieve, but the present figures do not limit our training 
by an arbitrary amount. The training figures reflect what our people 
in the field and, after review, back here believe a particular country 
can absorb and justify. The ICA has responsibility for purely civilian 
training and do quite a bit of that. 

Mr. Carnawan. And the request is for $90 million for fiscal year 
1960 as compared with the $88 for 1959. 

Mr. Irwin. Yes. 

Mr. Carnanan. Is that because there are more people to be trained ? 

Mr. Irwin. It is substantially the same, sir. [Security deletion.]} 
Mr. Holcombe points out there is more required for training in 
“missilery.” 

Mr. Carnanan. I would like to make this comment, that I have 
been commenting for several years that I think we are missing an 
opportunity in not devoting more time to the training of the run-of- 
the-mill personnel of the Armed Forces of our allies. 
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Chairman Morean. Mr. Merrow. 
Mr. Merrow. Thank you, Mr. Chairman. 


Mr. Irwin, I direct attention to what you had to say at page 17 of _ 


your statement and the second paragraph : 


The operators of the program realize that it falls short of perfection in many 
respects. We are continually seeking to correct deficiencies to develop better 
and more efficient ways to carry out this unique program. 

In the next paragraph you have mentioned certain management 
controls which have been instituted and you have talked about the 
internal audit system and then you go on to say that: 

The reports of the GAO are carefully reviewed and necessary measures are 
taken whenever practical to correct the deficiencies noted. 

My question is, Is it possible or practical to make specific lists of 
the deficiencies which you think exist in the program at the present 
time and to point out also how some of the past deficiencies have 
been corrected by management controls and by the internal audit, and 
indicate what is proposed to be done to correct the deficiencies which 
already exist? 

Mr. Irwin. Well, through these various media we get suggestions 
as to what the deficiencies are and recommendations as to their 
correction. We do it through our own resources and channels, the 
MAAG in the field, through the unified command, through our own 
office in OSD. Both Mr. Holcombe and Mr. Shaw are following it 
in their respective fields of responsibility. 

Mr. Shuff has been dealing with your subcommittee and I would 
appreciate asking if he could speak to that. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR MILITARY ASSISTANCE PROGRAMS, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS 


Mr. Suurr. Mr. Merrow, we have done some of these things in the 
past. Some of the things we have already done have been seen by 
some members of this committee. 

On the subject of training our own people, for instance, we estab- 
lished in September 1958, a Military Assistance Institute which gives 
a very worthwhile 30-day course. This establishment up to now has 
turned out something like 537 officers who have been sent to 37 dif- 
ferent countries in this program. This, we feel, will improve a defi- 
ciency which you and we both knew existed. 

Our answers to the GAO findings in a great many instances ind1- 
cate what specific actions have been taken to accommodate some of the: 
deficiencies listed. 

We have a new supply performance reporting system which has 
been in existence now for some months. It provides more timely 
information than we had before. Under the new system deliveries: 
are reported as accomplished when materiel is i at | from the depot 
rather than waiting until such time as the materiel leaves the port. 

We have increased our training programs over the past years. 
Some of the field trips that I have personally taken bring back defi- 
nite suggestions of things that should be done. So that I think we 











a eet CY oF 


‘wy "es Ve 


cr -_ 





MUTUAL SECURITY ACT, 1959 143 


could compile some of these things for you, but just in the normal 
operation and in the normal management of the program I think an 
awful lot of these things are being done every day, sir. 

Mr. Merrow. I appreciate your answer to the question. I think 
it is splendid, but I also think it would serve a useful purpose if you 
would compile some of these things, put them together in a statement 
so that it can be handled as a unit, and so that it is understandable, 
since it is very easy to make general criticisms of the program, saying 
that it isn’t operating as it should in this country, that country, or the 
other country. 

But if the various deficiencies the Department is working on that 
it recognizes exist in the program are set forth and at the same time 
the action that has been taken by the Department, as you have illus- 
trated here this morning, is set forth, then the committee has a better 
defense of the program when it comes to a question of answering criti- 
cisms on the way that it is being carried out. I think if you could 
put all this together in one statement it would be most helpful. 

Mr. Suurr. I will speak to those in detail, sir, during the summary 
presentation. 

Could I for just one second supplement something Mr. Irwin said 
on the subject of training, in answer to Mr. Carnahan’s question ? 

It must be remembered in a great many instances of training that 
we are talking about here, we are training trainers and not trainees. 
They are trainees, of course, while they are being trained, but they 
are trainers with the much broader responsibility of going back to 
their country and passing on to their countrymen what they learn 
from us. This gives a much broader range of training. It gives usa 
range of training in the native language and the people who get out 
of the service having some sort of a specific training, gives us a by- 
product of its worth when it hits the civilian economy. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Zablocki. 

Mr. Zastocki. Thank you, Mr. Chairman. 

Mr. Irwin, with further reference to the subject matter that Mr. 
Merrow called to our attention at page 17, “the internal audit that has 
been designed and audits at every level of management that are now 
in process.” 

Mr. Shuff gave the date the school had been started. When was 
the comprehensive internal audit system begun? When did it start? 
The date? 

Mr. Irwin. January 1958, and the report of this first audit 

Mr. Zasiockt. The internal audit was started January 1958? 

Mr. Irwtn. Yes. They expect the report of that audit late this 
spring or early summer. 

Mr. Zastocki. And the audits of selected activities were started 
also in January 1958 ? 

Mr. Irwin. I think we are thinking of the—— 

Mr. Zasiocki. There are two audits. The internal audit and the 
comprehensive—— 

Mr. Irwin. The comprehensive internal audit includes all these— 
internal means within the defense establishment. 

Mr. Zastockt. As I understand in reading the statement, there is 
a comprehensive internal audit and an audit of selected activities. 











a. fae a) 





144 MUTUAL SECURITY ACT, 1959 


You have given the answer as to when the internal audit was started, 
Has the audit of selected activities started at the same time? 

Mr. Irwin. It is the same thing, Mr. Zablocki. It is ill-phrased in 
giving that impression. A comprehensive internal audit system has 
been designed and under that system audits of selective activities are 
now in process. 

Mr. Zastockt. If the audit is an audit of selective activities, then 
it is not comprehensive, is it ¢ 

Mr. Irwin. It is comprehensive in that it will encompass all aspects 
of the program. 

It is selective in that it does not automatically 

Mr. Zastocki. Then it gives the wrong impression. Apparently 
what you are trying to say is that the selected activities are compre- 
hensively audited ? 

Mr. Irwin. Yes, sir. We are not auditing all countries that we 
give military assistance to at one time. 

Mr. Zasvocki. That leads me to another question. Is the audit 
implemented or in effect in all countries where we have military 
assistance # 

Mr. Irwin. This particular audit report will cover certain coun- 
tries where there are MAAG groups, but it will not cover every 
country. 

Mr. Zas.ocki. Can you tell us how the countries are selected ? 

Mr. Irwin. We will supply that. 

(The information requested is as follows :) 





MAP COMPREHENSIVE AUDIT SCHEDULE 


Country MAAGS or MAP activities under audit: 

MAP activities: CINCEUR; CINCPAC. 

Country military assistance advisory groups: France, Netherlands, Nor- 
ez. Portugal, Spain, Greece, Saudi Arabia, Ethiopia, Korea, and Thai- 
and. 

Countries scheduled for audit: Turkey and Japan. 

Countries in which audits have been completed: Philippines and Taiwan. 

These countries have been selected after consultation with GAO in order to 
obtain maximum audit coverage. 

nits ZaBLOcKI. On page 8 at the bottom of the page, “GRC” per- 
sonnel. 

Mr. Irwin. Government of the Republic of China. 

Mr. Zasrocki. On page 11, although you explained from where the 
additional funds are obtained, but they are still just amounts in dollars. 

Could you give an example of previously programed items no longer 
required, for the record? Give an example of programs that no longer 
have been required and therefore the funds made available. 

Mr. Irwin. Yugoslavia would be an example of one case, Mr. 
Zablocki. 

Mr. Zasiocki. Thank you. 

On pages 14 and 15, you do give the amount—the U.S. portion of 
the fiscal year 1960 cost of the infrastructure program. What is the 
total cost of the infrastructure program, and what is the allied portion ¢ 
Mr. Irwin, you enumerated the four programs which are subject. to 
special cost-sharing agreements, in each instance you give the U.S. 
portion but you do not give the total cost, or our allies’ contribution. 

Mr. Irwin. And at the top of page 15 it speaks of the cost being 
$70 million. 
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Mr. Zasiocki. What is the allies’ portion ? 
Mr. Irwin. I think the allies’ cost is around $130 million plus their 
contributions of land and local utilities. 
Mr. ZABLOURE. Could we have the amount for each of the four pro- 
rams? 
: Mr. Irwin. Am I wrong? 
We can give you the figures. I think it would total up to—— 
Mr. Zas.ocki. Either the allies’ cost, our percentage or both would 
be helpful. 
Mr. Irwin. I believe it is—— 


STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Hotcomse. The proportionate share was about 38 and a fraction 
percent for the United States, leaving a balance for other NATO 
countries that participate in the infrastructure. 

In the support of the military headquarters, the U.S. share is 24 
percent, leaving a balance of 76 percent for other NATO nations and 
there is about the best bargain the United States gets in any inter- 
national organization. 

The mutual weapons development program is an individual item- 
by-item agreement with the various-countries who have research and 
development projects to propose, or that are underway but the general 
rule o thamb is that we ordinarily do not pay more than 50 percent 
of that item. 

Mr. Zasuiockt. In other words, the allies cost for that item would 
be $40 million, about the same as ours. 

Mr. Hotcomsr. Something on that order. In many items they pay 
more than 50 percent. For a few items where the country has no 
direct responsibility we accept lesser payments. 

Mr. Zasuocgt. I realize my time is up, Mr. Chairman. But I would 
like to request that an accurate cost of the allies’ portion, on each of 
the ave agreements programs be furnished for the committee 
record. 

Chairman Morean. You can furnish that for the record. 

Mr. Hoxtcomse. Yes, sir. 

Mr. Zastockt. Thank you. 

(The information requested appears on p. 150.) 

Mr. Fuuron. We are glad to have you here. You had spoken about 
the reduction in amount in dollars in the pipeline and have by your 
statement brought out that the amount is approaching the danger 
line below which the pipeline should not go in view of the leadtime. 

Would you give us an estimate of what the peril point is to the 
U.S. mutual security program in dollar amount? We on the Foreign 
Affairs Committee should not permit the pipeline to go below an 
absolute minimum at any particular point of time in this program. 
You have spoken of a danger point. What is the peril point at which 
reduction in the amount in the pipeline would not only reduce efli- 
ciency but would peril the program ¢ 

Mr. Irwin. We believe it is getting near that point now. 
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Mr. Futron. Would you set the figure for the peril point of reduc- 
tion in the amount on order production and delivery in the pipeline 
of the mutual security program ¢ 

Mr. Irwin. I would say somewhere between $2 billion and $2.3 
or $2.4 billion. 

Mr. Furron. Below that it would be dangerously destructive then 
of the general policies and aims of the whole program, is that 
correct ? 

Mr. Irwin. I believe it would be, sir. 

Mr. Furron. And you have spoken in your statement at page 2 
at the bottom, “Various levels of the combined military strength of 
the western world.” Those figures I believe are public. Our U.S. free 
world allies provide: 80 percent of the combined ground forces, 40 

recent. of our combined combat planes and 60 percent of our com- 
bined naval aircraft. You do not mean that figure to be restricted 
by your testimony today to this committee, nor do you mean on page 3 
that the 250 major installations overseas you referred to, are to be 
restricted because I have heard each of those publicly. 

Mr. Irwin. That is correct, sir. 

Mr. Fuutron. Now, moving over to the missile field. Let’s take page 
8, on this secret matter. 

Under “Far East” on August 23, 1958, when the attack occurred by 
the Chinese Communists on Quemoy Island, the results have been 
given in the papers as to what has happened. You have added, though, 
that 29 of the 33 planes of Communist China were downed by .50- 
caliber machinegun fire rather than the Sidewinders. 

I think that is a correction and I think that likewise should be 
public as of now, because the other figures I have heard. 

I am on this new Science and Space Committee and I am interested 
in the missile progress being made public as having an effect on the 
people behind the Iron Curtain in the countries that are the overrun 
countries, the captive countries, as well as a deterrent to Russia and 
China with regard to aggression. 

The fact that there are 10 missile installations in fiscal year 1959, 
with 20 to be delivered in addition to NATO prior to December 31, 
1959, that should not be a restricted figure, should it? Because it 
doesn’t give the locations nor the countries. Nor the amounts. 

Mr. Irwin. I am not certain whether that is treated as a restricted 
figure or not. If it can be released I agree with you it would be 
helpful to have it. 

Mr. Fuuron. Actually the 10 that are now in existence should cer- 
tainly not be a restricted figure because anybody can add up where 
they are. Anybody can almost visit the sites. But of the 20 additional 
ones would you have that released if you can this afternoon ? 

Mr. Irwin. Yes, sir; I will. 

Mr. Fuxton. I would like to have that. 

Mr. Irwin. Yes, sir. 

Mr. Fuurton. In Latin America I am especially interested in the 
fact that each of the 12 nations with whom the United States has 
bilateral military assistance agreements has continued to abide by and 
fulfill its obligations under the agreements, and each of these Latin 
American nations has fully done so to the satisfaction of the Depart- 
ment of Defense, the ICA and the U.S. State Department. 
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Would you give us for the record later a list of those countries and 
also how they have fulfilled their obligations in more detail so that 
we can set it out ? 

I am interested in the Atlantic missile range and the fact that on 
that complex the United States needs necessary rights and coopera- 
tion from Brazil, as well as the United States strategically needs the 
base in the Dominican Republic, which has given the necessary rights 
and cooperation to our Government and the U.S. personnel and 
technicians installed there. To have a fully operating Atlantic mis- 
sile complex as well as a Caribbean undersea cable range for ex- 
perimental purposes, the United States just can’t do without these 
U.S. installations and the necessary cooperation of both governments 
for our own U.S. security programs. 

Would you put in the record military, and research and develop- 
ment, necessity for the security of our country that we do continue 
these bases and, of course, the military arrangements for those two 
countries ¢ 

Mr. Irwin. Yes, sir; we will do that. 

(The information is as follows :) 

Development of any new item of equipment as an acceptable weapon requires 
extensive testing and evaluation. The 81st Congress recognized this requirement 
in missile research and development when it passed legislation in 1949 making 
possible the establishment of a long-range missile proving ground. As a result, 
the Atlantic missile range was established to extend from the Florida mainland 
to Ascension Island. 

The collection of data to evaluate the performance of long-range missiles 
requires observation and communications stations along the route of intended 
flight path. Two such stations have been activated by agreement with the 
Dominican Republic and Brazil. 

The station in the Dominican Republic is a communications repeater station 
for the submarine cable extending from Florida to Puerto Rico. This station 
is a vital link in the communications cable used directly in support of missile 
launchings from Florida. The station on the island of Fernando de Noronha 
(Brazil) is a missile impact locations station consisting primarily of telemetry 
data collecting equipment. This station serves a vital role in the furnishing 
of telemetry coverage of ballistic missile impact locations and for missile 
destruction. It also has the capability and is used in collecting weather data on 
surface and upper air in the area. 

The Atlantic missile range consists of 12 such stations, two of which are in 
the Dominican Republic and Brazil. 

(A classified memorandum was also supplied for the committee 
records. ) 

Mr. Furron. Has an approach been made to the present Cuban Gov- 
ernment for the readoption or the implementation of the obligations 
of the 99-year lease, on the U.S. Naval Base at Guantanamo Bay that 
was made in 1898? Has the Castro government now accepted the 
terms of that treaty and its obligations or are they continuing the 
current status of this important U.S. Naval Base, as an interim de 
facto government ? 

Mr. Irwin. I do not know. 

Mr. Futon. Would you ask for that for inserting in this record. 
I would ask that proper representations by the United States be made 
immediately to get the position of the Cuban Government and that we 
have that treaty assumed by the Cuban Government promptly because 
we have such a large U.S. investment there. 

That is all. Thank you for your cooperation. 
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(The information requested is as follows :) 


The United States leased the Guantanamo Base area in 1903 under an agree- 
ment which entered into force on February 23, 1903, and an agreement which 
entered into force on October 6, 1903 (1 Malloy 358, 360). The lease extends 
“for the time required for the purposes of coaling and naval stations.” No 
provision is made in the agreements for unilateral termination by the Govern- 
ment of Cuba. 

On January 6, 1959, the provisional government of Cuba addressed a note to 
our Embassy in Havana which stated that that government had been constituted 
and that “all internal commitments and obligations in force will be fulfilled.” 
This undertaking by the Cuban Government to comply with its obligations in- 
cluded, of course, the lease agreement for the Guantanamo Base and the treaty of 
1903 referring to that agreement. 

Chairman Morean. Mrs. Kelly—— 

Mrs. Ketty_ Thank you, Mr. Chairman. 

On page 4, Mr. Irwin, you mentioned U.S. and NATO forces are 
being equipped with modern equipment. 

You also referred to it at page 8 and mentioned some of these coun- 
tries. Does that mean that the launching pad and all the agreements 
will be made by the end of this year ? 

Mr. Irwin. Yes. 

Mrs. Kexiiy. And they are ready to be used by the end of this 
year. 

Mr. Irwin. Yes, ma’am. 

Mrs. Ketiy. Are they under the control of our personnel or the 
country involved ? 

Mr. Irwin. These particular missiles refer to those that will be 
under the control of our NATO allies. 

Mrs. Ketiy. Of our NATO allies. 

Mr. Irwin. Yes, ma’am. 

Mrs. Keiiy. Then you have the agreement with France, already. 

Mr. Irwin. On these particular missiles [security deletion]. 

Mrs. Kerxiy. And they are installed in [security deletion ]. 

Mr. Irwin. Not with atomic warhead. The atomic warhead must 
remain in U.S. custody but the missiles themselves, the delivery sys- 
tem will be under the control of the NATO allies. 

Mrs. Ketty. How long before it would take you to deliver that to 
that country ? 

Mr. Irwin. Deliver—— 

Mrs. Ketiy. The warhead ? 

Mr. Irwin. Well, it would vary according to the location of the in- 
stallation involved. 

NATO has adopted the concept of a NATO atomic stockpile and 
those stockpiles will be located so that they can service quickly both 
United States and NATO ally units that require warheads for de- 
livery after they have been released for use by the President. 

Mrs. Ketty. Would you get for the record the time it would possibly 
take, for instance, in France, for the delivery of the warhead ? 

Mr. Irwtn. We will see what it will be. 

Mr. Houcomer. From the authorization of the allied commanders. 

Mrs. Keiiy. I would like the time on this project—the stockpiling, 
eae it is, and into the launching pad. Will it take 45 days, or 
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Mr. Irwin. If it is a question of time—well, let us see. what we can 
get on it and what will satisfy the question. 

Mrs. Kextiy. Do I understand that $2.6 billion is your carryover 
for 1959? 

Mr. Irwin. At the end of fiscal year 1959, the carryover will be 
$2.6 billion. 

Mrs. Keiiy. That will be entirely obligated ? 

Mr. Irwin. Yes. 

Mrs. Ketiy. On page 6 you mention aircraft, ships, and so forth. 
Are any submarines involved in that? 

Mr. Irwin. Which figure, Mrs. Kelly ? 

Mrs. Ketriy. Page 6. Are there any submarines involved? You 
haven’t mentioned submarines. 

Mr. Irwin. Mr. Shuff says there are submarines, but he does not 
know specifically how many. 

Mr. Suourr. I can find out for you, Mrs. Kelly. 

Mrs. Ketiy. Have the communications in Turkey been perfected 
om ne past year? Excuse me; you have the figure on satahagee 
now $ 

Mr. Hotcomspe. One submarine to be overhauled. There is one 
new submarine in the fiscal year 1960 program. 

Mrs. Ketiy. One? 

Mr. Hotcomse. Yes. 

Mrs, Ketty. What kind of ships are involved in this, can you tell 
me? Is it landing craft? 

Mr. Irwin. Coast Guard patrol boats [security deletion], landing 
craft, landing ship transport, coastal minelayer, coastal minesweeper, 
inshore sweeper, Ocean sweeper, submarine chaser, torpedo boat. One 
submarine—— 

Mrs. Ketuy. Just as listed in the book? 

Mr. Hotcompssg. Yes. 

Mrs. Ketiy. Aren’t they almost all obsolete at this moment? 

Mr. Irwin. Our Navy feels very strongly that you need a wide 
variety of naval craft throughout the world. One of their main mis- 
sions is keeping the sealanes open. 

Mr. Hotcomse. In both SACLANT, SAC, and SHAPE they have 
established, at a high priority, the antisubmarine warfare program, 
Mrs. Kelly. 

Mrs. Ketiy. You were going to get percentages for infrastructure, 
on naval bases, airbases, and so forth. Could we have that broken 
down on a per-share-of-country program, instead of the worldwide, 
as I assume you have given it to us? 

Mr. Irwin. I think it would be a difficult operation but we can do 
it. 
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CosTt-SHARING PROGRAMS 


Infrastructure cost-sharing formula (gross percentages, 


including tares) 



































Slice I, Slices IVb Slices 
cost Slice IT, Slice ITI, Slice IVa, | V, VI, and VIII-XI, 
sharing cost sharing cost sharing | cost sharing Vu, ‘cost cost 
Country approved pte de in ja aeeeres in | approved in sharing sharing 
n 1950 ag at cember | approved x proved 
(Brussels 1952 in April |in February 
Treaty (ottews) (Lisbon) (Paris) 1953 1957 
powers) (Paris) (Paris) 
NN 6 i LiL 13.18 5.14 6. 48 5. 22 5.09 4. 39 
SSS EES a eee 4.43 5, 33 6. 24 7.13 6.15 
EET ORL! LARTER, TE IRIS PT 4.01 3.31 3.05 2. 68 
RR Se ii 45. 46 21. 52 13. 16 13. 76 13.75 11. 87 
linea: Shy olin leaes, RRR: Re. ap: LSS Rib. til SEER a8 eo 13. 72 
SE Nin GNSS TET EST SRR ee RRS: 4 2. 55 1.01 . 87 
EE Ce PTE See ee 7. 89 6. 62 6. 50 5. 61 
Luxembourg..........-- 45 .18 .10 . 06 . 20 -17 
Netherlands. ._......._-. 13. 64 2.91 4.08 4.27 4.07 3. 51 
oc 5 Races aI NemeiclehanSen lS oy CBee eis acta 3. 03 3.19 2. 54 2.19 
SS STL TRE. TPR RR SOBER TITY ers ES as: } ee .32 .B 
ESA SN Hie eS SI Ne Se 4.08 2.03 1.75 
United Kingdom-...... 27.27 17.72 13. 16 8.92 11. 45 9. 88 
OE Se Sree 48.10 42.76 41.78 42. 86 36. 98 
a eee See. ...... 3... nec, 41. 82 38. 40 38. 79 39. 50 34. 92) 
International military headquarters and agencies 
Percent of cost borne under present 
agreements 
Country 
Baghdad Pact 
NATO SEATO (military 
planning) 
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WEAPONS PRODUCTION PROGRAM 


As of December 31, 1958, $79 million of the MAP funds had been obligated or 
reserved for the weapons production program. The foreign governments’ costs 
for the projects involved is estimated to be $113 million, or 59 percent of the 
total cost. 

MUTUAL WEAPONS DEVELOPMENT PROGRAM 


Since the inception of the MWDP through December 31, 1958, the participating 
foreign governments have contributed approximately $288 million, supplemented 
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by U.S. obligations amounting to $164 million. The foreign governments’ costs 
represent 64 percent of the total. 

(A classified memorandum was also supplied for the committee 
records. ) 

Chairman Morean. The gentlewoman’s time has expired. 

Mr. Bentley 

Mr. Bentiry. Mr. Chairman, I am sorry other developments made 
it impossible for me to be here while Mr. Irwin was giving his major 
presentation. I will read it with care. 

I want to ask about one particular aspect of it. Can you tell me 
in which countries where we have a MAP program that the Soviets 
have a military program ¢ 

Mr. Irwin. One example would be in Tunisia, Mr. Bentley. 

Mr. Bentiey. No. 2 would be Iraq, even though our program is 
suspended ? 

Mr. Irwin. Yes. 

Mr. Bentiey. No.3 would be Afghanistan, would it not? 

Mr. Irwin [security deletion]. We have no military assistance pro- 
gram in Afghanistan. 

These are the countries where the Sino-Soviet bloc has given credit 
or grant for military purposes. Egypt, we have no program there. 
Syria, we have no program there. Yemen, we have no program there, 

In Iraq we had a program, which is suspended at the moment. In 
Afghanistan there is no military assistance program. 

Mr. Hotcomsr. No; there is none. 

Mr. Irwiy, In [security deletion] we do have. 

Mrs. Ketiy. Would the gentleman yield? I think you should check 
[security deletion]. Did you mention Cambodia? 

Mr. Irwin. Cambodia is not listed as receiving military equipment, 
but we believe there is some there. 

Mr. Bentiey. I would like to discuss this particularly with refer- 
ence to the countries in which we may have military personnel and in 
which the Soviets may be competing with a military program. 

What steps can we take to make sure our military equipment isn’t 
subject to inspection by military technicians of the Russians? 

I think of Iraq where we had up until the revolution of last July 
a total delivery, I believe, of in excess of [security deletion] million. 
I don’t know whether it was all military equipment, but the program 
cumulatively was over [security deletion] million. 

I don’t know of the nature of the weapons delivered to Iraq under 
that program, but presumably they are all subject to access and inspec- 
tion now to Soviet military technicians. Is that a fair assumption? 

Mr. Irwin. They would be; yes. 

Mr. Suvrr. I would think that all of the equipment that was deliv- 
ered to Iraq would have been available for inspection in other places 
by the Soviets. I don’t think that any of the U.S. equipment would 
be the variety that would be terribly important for the Soviets to look 
at. They have looked at the same kind of equipment right out here at 
Wright-Patterson Field about 4 years ago, to my knowledge. 

A good deal of the equipment that went to Iraq was of British design 
since Iraq had had British equipment prior to the time when we started 
programing it; and we have, in the history of the Iraqi program, 
through offshore procurement, added to it with things like British 
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25-pounders [security deletion] and that kind of thing, so that, even 
if they do see it, I don’t think they will be seeing anything for the first 
time. 

Mr. Benttey. I think, Mr. Chairman, for the record I would like 
to have the gentlemen provide us with the information regarding the 
country or countries where we have or have had a military program, 
and I think the Defense Department should make specific assurances 
that, where in those countries Soviet military technicians are now 
operating freely, there has been no equipment of any kind delivered 
in our programs to those countries which would be, from our stand- 
point, damaging if the Soviet had access or inspection to it at the 
present time. 

Do you want to make that assurance now? If you would prefer to 
do it later after checking the figures, you can do so. 

Mr. Irwin. I would give you assurance that we would have no reason 
for concern if materiel given to those countries were compromised. 

Mr. Bentiey. If you knew the country was going to be Sovietized, 
you wouldn’t send them any equipment anyway, os I am talking 
about a program where the program operated in the country before 
Soviet penetration. 

Mr. Suurr. Mr. Bentley, I think I can reassure you of what Mr. 
Irwin has said. The places where we have our modernization are 
not places where we are directly competing with Soviets in the same 
arena. I can give you the assurance that anything that went to Iraq 
there is nothing that will benefit the enemy by being compromised. 

Mr. Bentiey. Are there any countries now receiving so-called 
moderna equipment that conceivably might have a political change 
of heart 

Mr. Suurr. To my knowledge, no. 

Mr. Bentiey. Do you want to check and supply that for the record ¢ 
I think that assurance should be on the record. 

Mr. Suurr. I am giving you that commitment now, Mr. Bentley. 

Mr. Farsste1n. Would you yield, Mr. Bentley ? 

Mr. Bentiry. Yes. 

Mr Farestein. Would you extend that to include those countries 
where there is knowledge that a very substantial part of the electorate 
in the last year was Communist ? 

Mr. Suurr. Would you delineate a little more specifically ? 

Mr. Farsste1n. I would not. 

Mr. Suurr. If you mean Italy and France, sir, I don’t think I can 
answer that question. 

Mr. Farssrern. Well, whocan? Anybody ? 

Mr. Irwin. I think that is primarily a question for the State De- 
partment to judge. If I may speak F aa gary ed I have no question 
In my mind as to the adherence to the West of those two Governments. 

Mr. Farsstern. It is not a question of adherence of the Government. 
We understand the Government adheres to the West. 

Mr. Irwin. I would say of the people too, Mr. Farbstein, but. who 
can look into the future? 

Mr. Hays. In other words, another Iraq could happen? 

Mr. Suvurr. Hardly though, sir, in Italy and France. 

Mr. Hays. I am not thinking of Italy and France. You people 
sat here 2 years ago and I told you that Iraq, in my opinion, was in a 
shaky position and I was almost considered an idiot. 
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Chairman Morean. The gentleman from Michigan’s time has ex- 
pired. 

Mr. Hays. 

Mr. Hays. Mr. Chairman, I don’t know whether this should come 
out of my time, but it ought to be in the record, and I am willing 
to do it. 

You say this is your first appearance before the committee, Mr. 
Irwin ? 

Mr. Irwin. Yes, sir. 

Mr. Hays. How long have you been with the program ? 

Mr. Irwin. I have been in Washington a little short of 2 years, in 
the Defense Department. I have been a it to Mr. Sprague, but 
Mr. Sprague and Mr. Shuff handled all the military assistance hear- 
ings, and my responsibility was not directly with the mutual security 
program. 

Mr. Hays. What was your background before you came here? 

Mr. Irwin. I was born and brought up in Iowa and I have been a 
lawyer in New York City. 

Mr. Hays. Now, you have in this request some $96.5 million for 
military assistance for what we call Latin America. Included in that 
is [security deletion] for Cuba. Now, I saw, heard, and read a lot 
of statements, and saw it on television, that Castro wanted our mili- 
tary mission to come home. Has he changed his mind? 

: - Irwin. No, sir. We have agreed to withdraw the missions from 
uba. 

[Security deletion. ] 

Mr. Hays. You say the State Department made this decision. This 
brings us to a very interesting question: Who does make the decision, 
item by item ? 

Mr. Irwin. Decision, item by item, sir, is a Department of Defense 
responsibility. Whether or not an agreement or a program is insti- 
tuted in a particular country is a political decision that both State 
and Defense share, but final responsibility for dealing with a particu- 
lar country would be a State Department decision. 

Mr. Hays. If we get [security deletion] million in for Venezuela, 
you had [security deletion ] sition last year and you had approxi- 
mately [security deletion] million the year before that. 

Mr. Irwin. Yes, sir. ; 

Mr. Hays. Now, if somebody out in Ohio said, “Why is Venezuela 
getting money in this bill,” what would be my answer? 

Because they threw rocks at the Vice President are we going to try 
to persuade them not to do it again, or what? 

Mr. Irwin. They are not receiving grants. They are receiving 
materiel by credit sales which we expect will be paid hes 

Mr. Hays. Have they ever paid any of it back so far ? 

Mr. Irwin. I believe they have, sir. 

Mr. Hays. Before you tell me how much they paid to date, tell me 
how much they got, and that will have some relation to it. 

If they got [security deletion] million and paid $1 million, that 
doesn’t mean much. Youcan supply that later. 

(A classified memorandum was subsequently supplied in response to 
Mr. Hays’ request. ) 

Mr. Irwin. My understanding is that they have paid the amount 
owed as payments become due. 
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Mr. Hays. Don’t you think it is very likely that any of this money 
you are giving to those South American or Latin American coun- 
tries—or most of it, I will put it that way because there may be 
exceptions to anything—that if it is used at all, if the ammunition 
is ever fired, it is going to be fired at some other Latin American 
country or at their own people? 

You don’t think they are ever going to use this really in the defense 
of this hemisphere, do you? 

Mr. Irwin. Yes, sir. 

Mr. Hays. Well, what makes you think that? 

Mr. Irwin. Well— 

Mr. Hays. You don’t think Russia is going to attack any of those 
countries overtly. 

If there is an attack on this hemisphere, you don’t really mean to 
sit there and tell me you think they are going to hit South America 
and leave us alone ? 

Mr. Irwin. I think there will be naval craft and antisubmarine 
warfare, aircraft and patrol craft that those countries would use to 
supplement our Navy’s operation covering the approaches to the 
Caribbean and the Western Hemisphere. 

I agree that these countries are not going to make a major combat 
contribution to a war with Russia, but I think the Joint Chiefs have 
agreed on their participation in Western Hemisphere defense. 

Mr. Hays. If we give money to Haiti, the Dominican Republic and 
Cuba and they do what their leaders have been threatening to do for 
some weeks now—have a little war between the three of them, or 
I don’t know what combination it may work out in. 

You don’t know what is going to happen. I know where the money 
is going; it is going back up to New York for the boys who make the 
loan. 

Mrs. Ketiy. Just a minute. 

Mr. Hays. No, not Brooklyn. 

Don’t you think we would look pretty bad in the eyes of the world, 
having contributed to all sides of that war? Don’t you think it would 
be better not to contribute anything? 

Mr. Irwin. That falls within the whole program for the Western 
Hemisphere which the President approved as an aid to our Western 
Hemisphere defense. 

Now, in those particular countries, the Cuban program at the mo- 
ment is stopped. The program for Haiti, I think [security deletion } 
is all naval. The Dominican Republic program involves, I believe. 
only the navy. 

Mr. Hays. Who is paying for the military mission in Haiti? 

Mr. Suurr. The U.S. Defense Department is paying it. It isn’t 
chargeable to this program. 

Mr, Hays, It isn’t chargeable to this program ?¢ 

Mr. Suourr. No. 

Mr. Hays. A final question, Mr. Chairman. I don’t want to run 
over my time, but is there any way at all that if he wanted to delete 
some of these countries, is there any way we could find out who made 
the decision to put them in and who could make the decision to take 
them out? That is what I would like to get at. 

Mr. Irwin. As I said, decision as to particular military items is a 
Department of Defense responsibility. The question of whether you 
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give military assistance to a particular country is a joint responsi- 
bility of State and Defense with the Department of State having the 
final authority to say whether you assist or do not assist a particular 
country. 

Mr. Hays. Then as far as you can advise me, I better take this up 
to the State Department and hope they can give me an answer. 

Mr. Irwin. Well, the final responsibility » ee in the Secretary of 
State and the Secretary of Defense, sir. 

Mr. Hays. That is all. 

Chairman Morean. Mr. O’Hara. 

Mr. Suurr. Mr. Chairman, may I add something to that question? 

Chairman Morean. Surely. 

Mr. Suurr. Through the history of this program, the Latin Ameri- 
can countries, without being specific about which ones, have indicated 
2 very voracious appetite for military hardware. 

Mr. Hays. That is understandable. 

a Suourr. It is understandable particularly considering the 

e. 
There have been continuing times when this program has not even 
begun to give them the assistance that they have wanted or that they 
have needed. Ina great many instances these Latin American coun- 
tries have turned to other governments for the purchase of equip- 
ment, either on a long-term credit basis, or even In some cases on a 
barter basis. 

Now, a good deal of the equipment that is in the hands of some of 
these countries has come from the United Kingdom. Some of it has 
come from Sweden, Other portions have come from France. There 
is an element here in the Latin American program where we prefer 
to see their stuff coming from the United States, as in the case of 
Venezuela [security deletion]. 

Mr. Hays. Even if they are going to shoot at each other ? 

Mr. Suvrr. Well, sir, I am not addressing myself to that. 

Mr. Hays. I know you are not. -You are trying to say something 
here which is going to take out any effect my statements had, but I 
want you to address yourself to my question which is, should we pro- 
vide them with weapons to shoot each other with and to shoot their 
own people with ? 

Mr. Suurr. Well, sir, I have no assurance that they are going to 
shoot each other or their own people. 

Mr. Hays. If the old definition of history, that history is a record 
of the past, a guide to the present and a forecast for the future, if that 
is any good, I think you have a good guideline to go by as to what they 
are going to do with it. 

Mr. Suvrr. Mr. Hays, I think you too would prefer to have Ameri- 
ean technicians and American hardware operating right close to our 
shores rather than have the equipment of some other countries, and 
when they start buying some things from—one country has bought 
some planes from Czechoslovakia. I think it would be beneficial. 

Mr. Hays. Which one is that ? 

Mr. Suurr. [Security deletion]. They are not combat planes, but 
they are airplanes. 

It would seem to me that there is some advantage in keeping that 
much influence over these countries. 
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Mr. Hays. In other words, though, they buy it from the other coun- 
tries like Great Britain and we give it to them? 

Mr. Suovrr. Sir, they also buy it from us. We give them some to be 
sure, but they also buy some from us. 

Chairman Morcan. Mr. O’Hara. 

Mr. O’Hara. Mr. Secretary, I was interested and a little surprised 
to learn that the determinations of the Department of Defense, on mat- 
is vital to our defense program, are determined by the Secretary of 

tate. 

Am I to understand from that that the Secretary of Defense is 
subordinate to the Secretary of State ? 

Mr. Irwin. No, sir. On those matters which are responsibilities of 
the Department of Defense, it is the Secretary of Defense’s responsi- 
bility. On those matters that are the responsibility of the Sécretary 
of State, it is his responsibility. 

One of the responsibilities of the Secretary of State is our political 
relations with any particular country, and in the last analysis, any 
dealing with that country is a political decision. Or you might say 
it is a U.S. decision, which is the President’s decision, but which 
= primarily the responsibility of the cabinet officer, the Secretary of 

tate. 

Mr. O’Hara. As to what you have testified to here today, is that 
an expression of your own individual opinion ? 

Mr. Irwin. Yes, sir. 

Mr. O’Hara. Or is it a reflection of the policy of the State Depart- 
ment ? 

Mr. Irwin. It’s the circumstances of how the Government operates. 
Mr. Leigh has brought me the statute—the Mutual Security Act— 
which reads— 
the Secretary of Defense shall have primary responsibility for the determination 
of military end item requirements; the procurement of military equipment; the 
supervision of end item use; the supervision of the training of foreign military 
personnel, the movement and delivery of military end items, and within the 
Department of Defense, the performance of any other functions with respect to 
the furnishing of military assistance. 

That is the Secretary of Defense’s responsibility. 

Mr. O’Hara. But you have told us that the final determination in 
these matters is made by the Secretary of State. 

Mr. Irwin. No, sir, not as to these items. My point was that the 
Secretary of State has responsibility for the political relations with a 
particular country. 

Mr. O'Hara. Phat I understand. Your responsibility is a matter 
of defense. 

Mr. Irwin. That is right. All I mean to be saying is that the Sec- 
retary of State is responsible for the political relations between our 
country and any other country. 

Mr. Meyer. Will the gentleman yield ? 

Mr. O’Hara. Yes. 

Mr. Meyer. In your paper you say: 

A major benefit of the military assistance program is the opportunity it affords 
the United States to influence foreign military policy. Often this influence ex- 
tends to national policies of recipient nations through their military leaderships. 

Isn’t this a case of the military trying to intervene in the foreign 
affairs of these countries, in your own words? 
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Mr. Irwin. No, sir. I read this and intend it to mean that one of 
the benefits of the program is this influence. However, 1 am saying 
the decision as to whether a program is instituted is the final responsi- 
bility of the Department of State. The Department of Defense can’t 
go out and say, “We wish to assist country X,” regardless of what the 
State Department believes. 

Mr. Meyer. But you do use this military assistance—— 

Mr. Irwin. The United States uses it for this purpose. We area 
vehicle by which the U.S. Government brings this benefit to the United 
States through this process of military assistance. 

Mr. O’Hara. I cannot yield any further. My 5 minutes are run- 
ning out. 

The Secretary of State shall coordinate the various forms of assistance and 
shall determine the value of the program under chapter I for any country. 

Does that give him authority to pass upon these matters which 
are strictly military ? 

Mr. Irwin. No, sir; this speaks of determining the value of the 
program for any one mone Now, that means the general level of 
assistance to that country. Now, once it is determined that you give 
“X” dollars in grant aid, in military assistance to a particular coun- 
try, then the items of military equipment that go to that country re- 
flect the wisdom of the Joint Chiefs of Staff and the unified command 
as to what is best for that particular country. 

Mr. O’Hara. Didn’t I understand you to say earlier that the final 
determination is made by the Secretary of State? 

Mr. Irwin. Only as to those countries participating in the program. 
Not as to the item that goes in. 

Mr. O’Hara. I wanted to clear that up. 

Mr. Irwin. The Department of State determines those countries 
with whom we have political relations. It determines by law the gen- 
eral value of the program of the military assistance that goes to that 
er The content of the military assistance program is a re- 
sponsibility of the Secretary of Defense. 

Mr. O'Hara. Thank you very much. I would comment that I agree 
with Mr. Merrow and Mr. Zablocki that you must go a little bit fur- 
ther than you have here. 

Where you speak of this internal audit system, that it has been 
“designed,” which implies that it has only been mapped out and blue- 
printed—because we are going to find on the floor of the House many 
questions will be raised. We cannot say, “Oh, yes, we have an audit 
we have ‘designed.’ ” 

We brought attention to that a year ago at this meeting and we were 
told the audit would be made immediately effective and we should get 
some report on what the audit has shown up. 

Mr. Irwin. This is ill phrased, sir, and I will see that we get it 
clear. 

Mr. O’Hara. I am trying to be helpful, as one lawyer to another. 

Mr. Irwin. Yes, sir. 

Mr. Carnauan (presiding). Mr. Fascell. 

Mr. Fascety. While we are on the subject of comprehensive internal 
audit, I might say, Mr. Secretary, isn’t it true that one of the defi- 
ciencies which was pointed out by the General Accounting Office has 
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been corrected by the institution of a comprehensive audit system of 
the mutual security program by the Department of Defense? 

Mr. Irwin. That is correct, sir. The individual military depart- 
ments did conduct military assistance audits prior to this but within 
their own program activities. 

Mr. Fasce.u. Prior to that time if you wanted an audit you had to 
go to three different places, the Army, Navy, and Air Force. 

The comprehensive audit means that the mutual security items will 
all be audited at one place? 

Mr. Irwin. Yes, sir. 

Mr. Fasceti. And the auditing is now in process, and normal pro- 
cedures would dictate you select certain areas for those audits? 

Mr. Irwin. That is right. 

Mr. Fascetn. You wouldn’t repeat an audit of the European pro- 

am because the GAO has in the last year completed a comprehensive 
audit of the European program ? 

Mr. Irwin. Yes, sir. 

Mr. Fascetn, I would venture that when the list of audits is sub- 
mitted for this committee it will show countries other than the Euro- 
pean countries. 

On page 1 you talk of the Sino-Soviet threat. The thought occurs 
to me that it would be better from a psychological standpoint to stop 
talking about the Sino-Soviet threat and talk about the Soviet threat? 

You do in the rest of your statement. Therefore, this has some 
emphasis. Why were these particular words chosen? This, I realize, 
is probably not your own concept. 

tt is apparently a top-defense policy to talk about the Sino-Soviet 
threat. It seems to me, however, that, psychologically speaking, we 
would be a lot better off acting and talking as if Russia and China 
were not united, at least not as if they were “on all fours.” 

Mr. Irwin. That is an interesting point. Of course, we do have 
various—I am not speaking particularly of Defense now, but there are 
various Government positions I think that take into account the 
anew threat which, whether we speak of it or not, is a major threat 
in Asia. 

Mr. Fascetx. Then you will have to evaluate exactly what that 
threat is. It might be numbers of people, military equipment, eco- 
nomic capacity, or other factors. 

Getting back to the question of NATO: a tremendous percentage, 38 
percents is going for modernization, most of it directly to Europe in 

scal 1960, a good part of which would go to France. 

Question: Suppose France makes the same decision with respect 
to its missile capability that it recently made with respect to its naval 
capability, the effect of which is to withdraw it from NATO command ? 

r. Irwin. The naval decision we find very important, one that we 
don’t like any more I know than you do. 

Similarly, we would have the same feeling as to the other items. 

Mr. Fasceti. Obviously. 

Mr. Irwin. This again comes down to a matter of political evalua- 
tion and judgment which is beyond my responsibility, but I think, just 
speaking personally, I believe you have to consider the pros and cons 
of the French Government as a whole, what went prior to De 
Gaulle—— 
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Mr. Fascetu. I will agree to all of that, Mr. Secretary. 

The point is, however, are the French serious about their naval 
action or are they using it as a maneuver for something else they want ? 

Mr. Irwin. I think it is a combination of seriousness for De Gaulle’s 
ideal of a oe powerful, independent France with the prestige it 
formerly had, plus a sincere desire to control. So my guess is, it is a 
combination of things. Plus some of the desire to bargain, I suppose. 

Mr. Fascetzi. Do you know what it is that France is bargaining for; 
that is the point. Because the great strength they get is military as- 
sistance coming out of this U.S. program. 

If they are going to bargain with us, I would like to know what we 
are bargaining about because it would affect my judgment as to 
whether or not I want to put any more money into France. 

I would be very hesitant to give them any more naval power at this 
point. If this is phase 1 in a program to make France completely in- 
sopenceet of NATO, I would be very hesitant to give them a missile 
capability. 

r. eet So would I, sir. I donot believe that, myself. 

Mr. Fasce.u. At this point none of us know, though, and all I am 
seeking as definitely as possible is to find out before we are called upon 
to pass on this authorization. 

Mr. Irwin. Well, basically France brings a lot of strength to NATO 
and I believe France will continue to give that strength. 

I think the withdrawal of the navy is very serious from a psycholog- 
ical point of view [security deletion ]. 

Mr. CarnaHan. The time of the gentleman has expired. 

Out of consideration for the members at the lower end, I would like 
to go ahead. 

Mrs. Keity. Could we get an interpretation of the question Mr. Fas- 
cell asked from the State Department ? 

Mr. Irwrn. I believe it would be best addressed to the State 
Department. 

Mr. Ciaxton. Might I—— 

Mr. Farsstern. Mr. Chairman, this comes out of my time. 

Mr. Craxton. Assistant Secretary Merchant will be up here after 
the Easter recess and this wedi be after the NATO meeting. I 
think this would be the appropriate time to go into this more fully. 

Mr. CarNAnANn (presiding). Mr. Farbstein. 

Mr. Farestetn. Mr. Secretary, in your statement you suggest we 
encourage countries to pay for military items. Who determines 
whether or not a country should be requested to pay for military items 
and how much they should pay for military items? 

Mr. Irwin. It is a combination again, Mr. Farbstein, of the De- 
partment of Defense and the Department of State. The question of 
whether they can pay is primarily a budget question and the econ- 
omists in the overall mutual security program are ICA. So the de- 
cisions on the economic side are primarily State-ICA decisions. 

The Department of Defense is happy to have as much paid for by 
recipient countries as possible. Therefore, we can then use the grant- 
aid program for those countries that cannot pay. 

Mr. separa In other words, you are not qualified to testify as 
to how much a country should pay or whether we should ask a coun- 
try for any money for any of these military items; is that correct? 
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Mr. Irwtn. In our program we suggest countries that might bear 
a share of the costs, but again the final decision in this area is from 
the economic side. 

Mr, Farsstern. Mr. Fascell says he can give the answer for the 
record. 

Mr. Fascetx. Isn’t it true, Mr. Secretary, that the economic ability 
of a country to participate out of its own resources is a factor which is 
taken into account at the time the country team proposes a program 
for the recipient country and that this is primarily a State Depart- 
ment evaluation ? 

Mr. Irwin. That is correct, sir. 

Mr. Farssrern. If it is a State Department evaluation, then the 
Secretary of Defense doesn’t have much to do with it ? 

Mr. Fascetzi. On that one question only. But it is a joint effort 
because the Secretary of Defense is represented on the country team. 

Mr. Farrstrin. Well now, let’s see. Germany is in pretty good 
shape financially, I understand, at least from what I am reading. 

Mr. Irwin. Yes, sir. 

Mr. Farestern. We are sending Germany missiles. At least 1t 
was in this morning’s paper. Who is paying for those missiles? 

Mr. Irwin. Germany. 

Mr. Farsstern. That is what I wanted to know. 

Mr. Futon. That was an unexpected answer though. 

Mr. Farnstern. Why? Not necessarily. At least I know who is 
paying for it. 

I wanted to know whether Mutual Security was paying for mili- 
tary items that countries themselves could afford to pay for. Par- 
ticularly I have in mind that last year I inquired why we were giving 
an atomic reactor to Germany for nothing, or two of them rather, 
when they could full well afford to pay for them. I was promised 
an answer, but I never got an answer as to why we were doing that. 
And Tam still waiting for an answer, incidentally. 

Now, I see that there are some countries in NATO that are getting 
very substantial sums of money for military assistance—particularly 
France and Italy. 

Is it determined that they are unable to pay for the military items 
that they are getting to the extent to which we are supplying it? 

Mr. Irwin. Yes, sir. 

In the country book, in describing the 1960 program, it says 
[security deletion ]. 

In other words, there is a certain amount of equipment that will be 
in the grant program and over and above that the amount of eauip- 
ment programed would depend upon whether or not France wished 
to purchase. 

Mr. Farestern. Whether France wishes to purchase ? 

Mr. Irwin. That is right. 

Mr. Farrstern. Suppose we determine she can afford to pay for it 
and if she doesn’t wish to purchase what happens? 

Mr. Irwin. That portion which we offered for sale and which she 
decided she did not want to purchase would not go to France unless 
there had been a redetermination that it should be part of the grant 
aid proeram, 

Mr. Farestery. Do we control in any way the items we give? 
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. Mr. Irwin. Yes, sir.. I don’t quite understand your question. We 
know the items that we give. 

Mr. Faresrern. Do we retain any control over the manner of use? 

Mr. Irwin. Yes, sir. In the bilateral agreements in the Mutual 
Security Act there are certain provisions to which the countries agree 
to adhere. 

Mr. CarNAHAN (presiding). The time of the gentleman has 
expired. 

Mr. Farsstern. Just one other question, Mr. Chairman. 

Mr. Carnanan (presiding). You have used your 5 minutes, but 
proceed. 

Mr. Farsstern. I would like to know who determines when a pro- 
gram is charged to our own Defense Department and when it is 
charged to the mutual security program. 

Mr. Irwin. I don’t quite understand the question. 

Mr. Suurr. May I answer it, Mr. Chairman ? 

Mr. Farsstrern. Mr. Shuff, this morning I think, said _in a par- 
ticular instance, some were charged to defense in the Dominican 
Republic. 

Mr. Irwin. There have been U.S. military missions in South Amer- 
ica for many years, long before there was a mutual security program. 
Countries where military personnel went to the country at the request 
of the country for a particular mission. Now, the mutual securit 
program deals in a different area. Mr. Shuff, why don’t you spe 
to that point? 

Mr. Suurr. Where the purposes of the act are being fulfilled, the 
program is chargeable to the mutual security undertaking. Military 
missions have been sent around the world to various countries since 
the beginning of our Military Establishment and that isn’t considered 
in fulfillment of this act. Those are chargeable to the Department 
of Defense. 

Mr. Fascetu. Mr. Chairman, may I inquire at that point? Where 
these military missions are also part of the country team and they wear 
two hats, is there any cost sharing ? 

Mr. Snurr. Yes, there is. 

Mr. Carnanan. The time of the gentleman, with considerable help 
from others, has again expired. 

Mr. Beckworth. 

Mr. Beckxwortn. Mr. Secretary, how many countries do the people 
of your Department say the Russians are in, giving at this time what 
we call mutual aid on a defense basis ? 

Mr. Irwtn. Mr. Beckworth, I wasn’t sure how you tied it in with 
our program, 

Mr. Becxwortu. In other words, we give defense aid. This is 
part of the mutual aid program. How many countries are they giving 
that kind of aid to at this time? 

Mr. Irwin. Where we give military assistance, the Russians have 
also given military assistance to [security deletion]. In the past, 
the Soviet gave some assistance to Burma, I believe, but I think there 
was none given in recent years. 

A question was brought out earlier about Afghanistan as a possi- 
bility, but there we do not have a military assistance program. 





ef sf - 
ereer orate & 


we 
ie. & me 


es 


bee 





162 MUTUAL SECURITY ACT, 1959 


In Iraq we have suspended our program and the Russians are now 
giving military assistance. 

Mr. Becxwortu. I am not particularly interested in your reading 
off the names of the countries. Do you know the number? 

Mr. Irwin. I think it is three or four. It is a handful. It is very 
small. 

Mr. Fasceru. That is where we are both in it. There are others 
where they are in there by themselves. 

Mr. Beckwortu. You say there are about four or five ? 

Mr. Irwin. Yes. Well, three or four. 

Mr. Beckwortu. How many are they in that we are not in? I am 
talking about military aid now. 

Mr. Irwin. I might say another four or five. That doesn’t include 
any of the satellites. I am talking about Egypt, Syria, Yemen, 
Adebthinten. 

Mr. Beckwortu. My other question is, to how many countries are 
they giving economic aid to whom they are not giving military aid? 

Mr. Irwin. Around 10. 

Mr. Beckwortu. Are we in all the 10 with economic aid ¢ 

Mr. Irwin. Not military assistancewise, but I think mutual security- 
wise we are in a considerable number of them. 

Mr. Becxworru. Is it contemplated that we shall have to add some 
additional countries or territories to which to give economic aid? 
To which to give military aid ? 

Mr. Irvine. You are speaking military assistancewise to me? 

Mr. Becxwortu. Either and both. 

Mr. Irwin. From a military assistance view, we have none in con- 
templation now. From an economic point of view, I do not know 
what the State Department intends. 

I suppose, as you have new countries developing, particularly in 
Africa, that you will find there will be an increased demand and per- 
haps need for some assistance to those countries. 

Mr. Beckwortnu. Secretary Herter said, if I understood him, we 
would have five new countries. 

Mr. Irwin. I believe there are five in 1960. 

Mr. Beckwortu. Now, is any prospective aid which you may have 
heard about for those countries in the mill that is not included and 
being talked about here? 

Mr. Irwin. Not from a military assistance point of view, to my 
knowledge. 

Mr. Beckwortu. What about economic aid so far as you know? 

Mr. CarNaHANn ( pang Mr. Murphy. 

Mr. Mourpny. Thank you, Mr. Chairman. Mr. Irwin, I would like 
to ask you one question: On page 4 you say: 

The extent of the allied commitment to collective security is clearly revealed 
by the determination of NATO, despite blunt and repeated Soviet warnings and 
threats, to achieve the most effective pattern of military strength, taking into 
account the most recent development in weapons and techniques. 

Could you tell me what the percentage would be as to the achieve- 
ment along those lines? That is, bringing NATO up to its full 
potential. ; 

Mr. Irwin. NATO has a military plan [security deletion] which 
details the minimum essential forces required by SACEUR for 
Europe to be achieved over a 5-year period. 
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Now, something over probably 2 years, a year to 2 years, has al- 
ready gone past, so if you are looking at it from the point of view of 
achieving what General Norstad says is a goal, you have moved along 
in time a year and a half or more. Now, as to the actual percentage 
of effective military strength each country has achieved, I do not 
know the specific answer. I don’t really have that in mind for the 
overall. 

Mr. Morpny. Is the Draper Committee recommending the addi- 
tional $400 million to accelerate the program ¢ 

Mr. Irwry. That is my understanding. They would like to see 
them achieve greater capability quicker, within what SACEUR has 
said was a me a ye me 

Mr. Murreny. Thank you, sir. 

Mr. CarnaHANn. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Secretary, my own desire is to remove to a certain extent mili- 
tary influence on foreign policy and therefore I want to pursue a 
little bit the question that I asked you earlier and I want to go on to 
another page here where this matter comes up again. 

On page 7 you said, 

NATO plays an important political role in the international relations of 
member countries, 
and there is other discussion there. 

On page 8 you say, 

In the Far East the most dramatic accomplishment of the military assistance 
program in the past year is the resistance by the Nationalist Chinese to Commu- 
nist aggression. 

A lot of this action actually had quite an influence on our foreign 
policy. You say, 

Also impressive was the achievement of a team of MAAG, U.S. Army, and GRO 
personnel, 

Naturally, this shows that the United States was working to a cer- 
tain extent on this. 

Now, I would like to go on to page 11 where you say again that, 

Accordingly, military assistance to the Latin American countries is considered 
necessary to develop an acceptable capability, 
and I say those two words “acceptable capability” are words that I 
don’t quite understand. | 

It says, 
for collective defense of the Western Hemisphere 
and to me this touches on the same theme that I am speaking about. — 

And then I would like to go on to page 15 at the bottom where it 
says, 

In addition to improving skills in military specialties, trained personnel have 
a substantial impact on the cultural and industrial development of their own 


country, and on the general attitudes of the people of their country toward the 
United States. 


Then going on to page 16, just one sentence: 

The effect of this training can well last long after the items of military hard- 
ware upon which they have been trained have disappeared. 

Now, my thinking is that this is wrong. I think that military in- 
fluence should be separated from such direct effect on foreign policy. 
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If it is going to be military assistance, it should be separated from 
the things that are tied to foreign policy and the responsibility of the 
State Department should be definite and the responsibility of the mili- 
tary definite, and this bill being considered should actually perhaps 
come under the military if it is going to be military assistance, and if 
the military is going to take the authority to a certain extent, they 
should have the responsibility, and the people of the United States 
should know about this. 

What would be your comment ? 

Mr. Irwin. To me you seem to be relating two perhaps different 
items. One is the actual administration of the military assistance pro- 
gram, or the appropriation of it to a particular budget. The other 
seems to me a more philosophical question as to whether or not we 
should assist these other countries through the vehicle of military 
assistance, and to what degree is that a responsibility of Defense as 
opposed to State. 

Now, military power, whether looked at as good or evil, is an instru- 
ment of national policy and as such is necessarily involved in political 
decisions and situations. 

Now, the Department of Defense cannot operate in a vacuum—a 
military vacuum in this country or throughout the world. We are 
part of a political system and that system has its impact throughout 
the world. In my opinion you cannot distinguish between the soldier 
who is carrying American culture to France, Germany, Italy, Cam- 
bodia or Laos [security deletion] wherever it may be, and the other 

ople who go from this country, whether they be tourists, whether 
they be ICA wig 1 or whether they be Foreign Service personnel. 

1 believe you have to consider all of our people abroad represent 
parts of our culture and we hope by being there we can make them ap- 
preciate the good aspects of American civilization, recognizing that 
many of them as individuals and perhaps many of them as a group, if 
you want to categorize our movies or our tourists or our financiers or 
whatever you may wish to do—may have aspects that are not cared 
for by the individual in the foreign country, or perhaps particular in- 
dividuals in this country. 

Mr. Meyer. In my opinion we are giving military assistance to 
many countries that I don’t see much sense to giving it to, but that 
may not have too much bearing. We have to defend this bill, so- 
called, as a foreign affairs bill before the House, and I don’t see how 
we can do it in many cases, with this tie-in with the State Depart- 
ment. 

If you can defend it on the ground of military reasons, all right, 
then it should be defended that way, and it should be defended by a 
different committee than the Foreign Affairs Committee. 

Mr. Futon. With your permission, I must say that I object to that 
statement and oppose that proposed legislative policy. 

Mr. Irvin. That is a question for the Congress to decide as to what 
committee will be used. The military aspects of the military pro- 
gram are determined by Joint Chiefs of Staff. They are the ones 
who recommend the end item equipment for a particular country and 
they do it on the basis of what their military judgment is. 

Neither in our office nor in the State Department do we eliminate 
items for purely military reasons. Items might be eliminated from 








eee 


Ss aw oes isje cts fs 


me OO mm OM wo "Oh 4 OOO ee 


o © 1 ee 


Tn 








e 
i- 
if 
y 


rt 
>- 
or 
ye 


fn *< 








MUTUAL SECURITY ACT, 1959 165 


a particular program because of economic reasons, because of produc- 
tion leadtime or because the country had or did not have technical 
capability to handle it, but we would not presume to tell the Joint 
Chiefs of Staff militarily, “Your judgment is wrong. This country 
should have weapon ‘X’ and not weapon ‘Y.’ ” 

Mr. CarNAuAn (presiding). The time of the gentleman has expired. 

Are there any other questions ? 

Mr. Futon. Yes, Mr. Chairman, I have some comments on the 
necessary jurisdiction of the House Foreign Affairs program, as well 
as the handling of the foreign affairs of the United States and the 
yen of handling various U.S. financial and assistance programs 
abroad. 

Mr. CarnanaNn. The gentleman will be recognized for 5 minutes. 

Mr. Fuutron. The question comes up as to what congressional com- 
mittee should have the jurisdiction of the U.S. military programs in 
these many countries abroad. First, the House Foreign Mftairs Com- 
mittee has many experienced members and has had a period of more 
than 12 years working on these military and economic assistance pro- 
grams, so there is not the necessity of acquainting a whole new com- 
mittee with the programs. 

Secondly, the House F oreign Affairs Committee is trained and 
knows the complex situations in the countries involved and most of 
us have visited these assisted countries. I hope the newer members 
will likewise do it, so each of the House Foreign Affairs Committee 
members is familiar with the assisted countries overall. 

Thirdly, we get an entire program for the country, by the House 
Foreign Affairs Committee te tbe military aid, defense support, 
economic assistance, and technical assistance. It is much more effi- 
cient that one committee handle the military, the defense support, 
economic aid, the special assistance and the technical assistance, as 
well as the overseeing of where money is put in from the President’s 
special fund. That is, the Foreign Affairs Committee gets an overall 
look so that we can see what effect the economy of the assisted country 
can have in determining what the military aid program should be, 
because if the particular country can sustain itself and provide its own 
military aid, then it should do so with a U.S. foreign assistance pro- 
gram. 

So that actually what the Foreign Affairs Committee is doing i 
by looking at the overall budget of an assisted country or a group o 
countries such as NATO, we then say what portion of the required 
security budget they cannot reasonably supply and what the U.S. 
foreign aid program should make up, which 1s a budgetary problem. 

A lot of this is a matter of foreign exchange as well as the local 
procneee of the country, so that those of us on the Foreign Affairs 

ommittee who have had more experience on the foreign exchange 
should be the ones to be responsible for this function rather than, for 
example, the Armed Services Committee or, for example, the Agri- 
culture Committee. 

In the next place, on the debate last year on the Public Law 480 
program, the statute under which we ship U.S. surplus agricultural 
products abroad, some of us on the pee) sore Affairs Committee 


had been requested to go to the floor and sit with members of the Agri- 
culture Committee so we would obtain this overall look into what the 
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prograips were in the recipient countries. Neither the Agriculture 
partment nor the Agriculture Committee members had a suffi- 
ciently extensive overall view of the country, from the point of view 
of U.S. foreign policy and some of us did cooperate and sit at the 
committee table for several days of debate. 

These U.S. foreign aid Pe of course, must have a basis of 
foreign policy. That is the U.S. foreign policy which is based with 
the President under the U.S. Constitution, but is delegated for opera- 
tions to the Secretary of State and the Department of State. 

We people on the House Foreign Affairs Committee have liaison 
committees to the various desks of the Department of State, as well as 
committees following closely most of its functions. We members, 
therefore, know the personnel and the functions of operating a for- 
eign policy within which this U.S. foreign military aid must fit, to 
each recipient country. 

In conclusion, might I say we experienced members of the House 
Foreign Affairs Committee have been over the problems of the vari- 
ous alliances that the United States has, military alliances with over 
40 countries. We have also been over the various U.S, economic bi- 
lateral and multilateral agreements with 60 to 70 countries in all with 
whom we have economic relations, and these individual and multi- 
lateral treaties and agreements are all tied in with this complex thing 
called U.S. foreign policy. 

erefore, over the years—I think Mr. Carnahan will bear me 
out—I have been one of the stanch defenders of the jurisdiction of 
the House Foreign Affairs Committee in what we might call U.S. 
mutual security or foreign aid programs. 

In conclusion, I think that one of the biggest things I ever con- 
tributed on this House Foreign Affairs Committee was my amend- 
ment changing the name of the Marshall plan from the “military aid 
program”—“MA P”—in which way the original bill came up from the 
executive department, by putting the word “mutual” into the title to 
replace the word “military.” Every time I hear the words “mutual 
defense assistance program,” as our committee then changed the name 
of the program by my amendment, or even now the subsequent name 
“the mutual security program,” I know the people of the world look 
at our U.S. foreign aid program as a program for peace, progress, and 
mutual defense. 

The Foreign Affairs Committee of the House has had major respon- 
sibility in changing the concept within which this program operates 
from military emphasis to a broadly-based program. We on the 
House Foreign Affairs Committee have taken the foreign-aid program 
away from the military emphasis and put the program over on to the 
mutual defense assistance, which means a relationship backward and 
forward between peoples. This makes me fee] if Congress once sep- 
arated the program into the complete military, and divided the other 
part away into a separate compartment under a separate congressional 
committee, we would lose a lot of the value of having a civilian-type 
committee such as this handle it. 

May I say, too, in conclusion that the program under the auspices 
of the State Department in conjunction with the Department of 
Defense, which implemented the foreign policy has been wonderfully 
successful. Likewise under the Foreign Affairs Committee and the 








PR Oe eet OO ee lO 


Pm sh Oe 


ee ee ee ee ee ee a 














MUTUAL SECURITY ACT, 1959 167 


Foreign Relations Committee of the Senate the bills have been going 
through amazingly easy with resounding majoritiés every time by 
almost 2 to 1. So that the programs have been some of the most 
popular programs presented to Congress, and in politics never change 
a successful combination. 

Thank you. 

Mr. CarNnaHAN (presiding). Mr. Meyer. 

Mr. Meyer. I am very glad for this Ler of my colleague, and 
part of my reason for introducing the discussion was not necessarily 
that I disagree with my colleague. However, part of this suecess in 
getting bills through Congress may not be in the interests of the 
American people at times, in my opinion. 

Mr. Futton. Well, we Congressmen are trying to do what is best 
for them. 

We may miss the target oceasionally, but when you are here for a 
while you will find Sry, oxy is a wonderfully good common sense 
organization by the time they work out these complicated matters. 

r. Fascett. You are talking about Congress now. 

Mr. Futon. Yes; Congress is a good common sense organization 
and works well. I am proud to be part of it. 

Mr. Meyer. That isn’t my point. I want to come back to the main 
theme that I am thinking about. 

For instance, I have heard that there is a crisis in Berlin. I have 
also heard that members of the Armed Services Committee are going 
to Germany. We are not being invited to go to Germaniy for a first- 
hand view of this situation. I don’t say that I want to go but I am 
bringing this up, also. . 

It seems to me that much of what the Department of State, the 
President, and the Armed Services are doing jointly is a good thing, 
but the fact of the matter is when we ask questions here, questions 
about the assistance going to Venezuela or the assistance goimg to the 
Dominican Republic or anything like that, we don’t get answers any- 
how and it seems to me it is just batting back and forth between the 
two and if we are going to stand behind a program, we have to have 
the information. 

Mr. Furron. Of course the International Cooperation Administra- 
tion presents a large part of the program by example as to what, would 
— in certain instances. This is necessarily so. The Foreign 
Affairs Committee studies the programs and sees if we are in a frame- 
work of reference for the future for that papa area or country 
to agree that is the type of progam it should be 

When you speak of the Armed Services Committee let us just point 
out that between an annual U.S. military budget of $41 billion that 
the committee is handling for our own us. forces, which is a good 
proportion of the overall annual budget of the whole U.S. Govern- 
ment, niaybe itis adding too much on when we put about $1.6 billion 
more onto their responsibility. The committee doesn’t have time 
enough now to go. over everything in detail in the $41 billion U.S. 
military budget and do a thorough study which they should be able to 
do. Maybe the United States should have a few of us eager beavers 
in Congress who take a small foreign military aid program of one 
billion five or six hundred million dollars and look into it carefully 
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and check it down and see where it goes in these many areas through- 
out the world. 

ag CarnauAn. Mr. Shuff, did you have a comment you wanted to 
make? 

Mr. Futon (continuing). In proportion you would find the U.S. 
foreign military aid program would be lost in the shuffle in a $48 bil- 
lion total military combined budget. That is too much responsibility 
to give any committee of this House out of the total annual Federal 
budget of $78 to $80 billion. 

Mr. Irwin. May I speak to one thing that goes to the point Mr. 
Meyer brought up about not getting answers on a particular question, 
or else we buck it to State, and State to us, 

This program is a large and complicated one to administer and to 
know about, and no one of us in this room knows all about our military 
assistance program. We try to know the most we can, and in com- 
bination I think we can furnish any answer that is desired. 

In the course of this presentation, you will get region-by-region 
testimony. You have it from my regional director and it is my 
understanding as in the past you had State Department and ICA and 
the Department of Defense here together at the same time. 

You will be able to ask questions at that time, when you have the 
three agencies concerned represented, and I hope they will be able to 
answer to your satisfaction any question you would bring up. 

Mr. Meyer. I asked the question yesterday that had direct relation 
to the military assistance program, I asked it of Secretary McElroy 
about the situation in Algeria and the complaints that so many Al- 
gerians had been killed and so many atrocities had been committed 
there and it has even been compared with the situation in Hungary as 
even being possibly worse and I guess the answer is that they don’t 
know very much about it. If I know about it, I can’t quite see why 
they don’t know about it. 

If I don’t get the information to see if the funds are properly 
used, I don’t see how I can support a program that is brought before 
our committee. 

I agree very much with what Congressman Fulton has said but my 
only point is that I want to know what is going on so that I can know 
what my attitude should be and how I can either defend or oppose a 
certain proposition. 

Mr. Furron. That is a good point and you should ask for it as the 
hearings go on. 

Mr. Fascexy. Will the gentleman yield at this point? 

Mr. Meyer. Surely. 

Mr. Fascetu. The responsibility for the determination of the use 
of the end items to a particular country is a military responsibility. 
I would imagine that when the regional director gets up here for 
Europe he would have the answer to your question. The committee 
has been interested in the same problem. I remember either last year 
or the year before that we obtained a detailed explanation on the use 
of end items by France in Algeria and put it in the record. I recall 
specifically the question on airplanes. 

Mr. Fuuron. Congresswoman Edna Kelly of New York and I have 
done that on the Yugoslovia aid program right straight through and 
have insisted on it. I even went to Yugoslavia and took time to 
study the effect of our U.S. aid program in that area. 
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Mr. Suurr. Mr Meyer, not attempting to answer your question on 
Algeria, but talking on the general subject for just a second, in our 
testimony here in prior times, I have likened the mutual security pro- 
gram, our specific part of it, the military assistance portion, to be like 
cake mix. 

You will find as we go on through this presentation that it is bad 
to generalize in this program. 

I think of the various programs for the various countries as a cake, 
where different ingredients go in the cake. The ingredients being 
military, political, and economic. 

The same kind of political ingredient or the same amount of it cer- 
tainly doesn’t go into the mix in France as it goes into the mix in 
Laos. 

Nor is the economy so important in France as it is in Laos. So that 
we have to be very careful not to generalize. 

I think you may have heard this before. In the very first chapter 
of this act it says: 

It is the purpose of this chapter to authorize measures in the common defense, 
including the furnishing of military assistance to friendly nations and interna- 
tional organizations in order to promote the foreign policy, security, and gen- 
eral welfare of the United States and to facilitate the effective participation of 
such nations in arrangements for individual and collective self-defense. 

This would be a much easier program to administer if it were purely 
a military program. In no case is it purely a military program— 
nocase. Going from country to country, you get a greater, or a lesser 
increase in the political and economic ingredients and that is why it 
makes it so terribly difficult to talk about this in a general way. 

I think, as Mr. Irwin has stated here, when you get three of us 
lined up here representing the political, the military, and the eco- 
nomic, we can’t duck, we can’t dodge. I think you can get a specific 
answer to a specific question. 

Mr. Meyer. Well, that is what I want. I don’t like cake mixes 
too much. I like to know what the actual facts are when we come 
right down to a specific thing and that is what I have been driving 
to get on many occasions and have failed to receive throughout, 

hank you. 

Mr. Carnanan. Mr. Murphy. 

Mr. Murpuy. No questions. 

Mr. Carnauan. Mr. Beckworth. 

Mr. Becxwortu. How many countries is Russia in, with economic 
and defense aid? I am talking about one or the other. Some of the 
older members doubtless know the answer. 

Mr. Futon. We have a chart of that from last year and it is also 
in the mutual security program papers prepared for our committee 
study this year. 


STATEMENT OF P. P. CLAXTON, DEPUTY ASSISTANT SECRETARY 
OF STATE FOR CONGRESSIONAL RELATIONS (FOR MUTUAL 
SECURITY AFFAIRS) 


Mr. Cuaxton. There are 18. 
Mr. Irwin. There is a chart on page 4 of this 1959 summary presen- 
tation of the mutual security program. 
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Mr. Beckworrtu. Russia is in 18 and we are in how many, as a total, 
with economic and military aid? 

Mr. Cuaxton. Sixty-one, plus nine territories. 

Mr. Chairman, could I point something out that I think ought to 
be added to the answer. e chart on page 4 refers only to non-Sino- 
Soviet bloc countries, that is free world countries which the Soviet 
Union is trying to penetrate. 

To get a proper answer to the Congressman’s question you should 
realize also that inside the bloc, in the Warsaw Pact area, the Soviet 
Union is giving aid to many satellite countries, as are the Chinese. 

Mr. Beckwortu. Do you know the total number of all of those, 
Mr. Claxton ? 

Mr. Ciaxtron. There are 11 countries or parts of countries which 
have been taken under the control of international communism to 
which the Soviet Union, during the period 1956-57, has extended 
about one-half billion dollars in long-term credits and grants. This 
is in addition to assistance furnished to free world countries. 

During the last 10 years this aid to the bloc runs into billions of 
dollars. 

Mr. Becxworrn. I want the record to show how many countries 
we are in and how many they are in, first with economic aid and, 
second, with military aid. 

Mr. Carnanan (presiding). If there are no further questions, the 
committee will stand adjourned. 

(Whereupon, at 1 :25 p.m., the committee adjourned. ) 
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MUTUAL SECURITY ACT OF 1959 


TUESDAY, MARCH 24, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to adjournment, at 10:40 a.m., in room 
363, Old House Office Building, Hon. Thomas E. Morgan (chairman) 
presiding. 

Chairman Morean. The hearing will be in order. 

This is a continuation of the hearings on Mutual Security Act of 
1960. 

We have with us this morning the Honorable C. Douglas Dillon, 
Under Secretary of State for Economic Affairs, and the Honorable 
Dempster McIntosh, Managing Director of the Development Loan 
Fund. 

After consultation with the committee, I have decided that we are 
going to have Mr. Dillon read his statement in opén session. Mr. 
McIntosh well then present his statement, after which the members 
may ask questions and the witnesses may answer as a team. 

You may proceed, Mr. Dillon. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS 


Mr. Drtton. I appear before you today both as coordinator of the 
mutual security program and as Chairman of the Board of Directors 
of the Development Loan Fund. My purpose is to present the execu- 
tive branch proposals for legislation affecting the Develo mént Loan 
Fund, both from the standpoint of overall foreign policy require- 
ments and the operating needs of the institution itself. 

The President has recommended that the Congress authorize and 
appropriate $700 million to become available to the Development 
Loan Fund beginning in fiscal year 1960. He has also requested 
revisions in the Mutual Security Act, which would make available to 
the Development Loan Fund, after administrative needs of other 
agencies are met, local eurrency repayments under mutual security 
loans concluded since 1954, and which would provide a.clear and more 
fiexible basis under which the Development Loan Fund can work out 
arrangements for the fiscal administration of loans. 

This committee is well aware of the economic and social revolution 
which is sweeping the less-developed areas of the free world. A bil- 
lion people have their eyes set on economic progress. With the new- 
found political independence that has come to many nations has come 
2 demand for similar social and economic progress. The question is, 
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will this progress take place in freedom, will our free institutions 
prove equal to the task of meeting the economic aspirations of the 
peoples of Asia, Africa, and Latin America ? 

This poses a great challenge and a great responsibility for the 
entire free world. One of the most hopeful signs of the past year 
has been the way in which other industrialized nations have joined 
in making external capital available. In my appearance before this 
committee on January 29, I described the expanded efforts of Eng- 
land, Germany, Canada, and Japan in this field. France for some 
time has been devoting substantial resources to the development of 
the African territories of the French Union and Italy is now pre- 
paring to help, particularly in the Arab countries. Nevertheless, 
as the wealthiest and most industrialized of all nations, with capital 
available for export, the United States remains the principal single 
source in the free world for the foreign capital needed by the less 
developed countries to supplement their own efforts. Although this 
challenge is compelling, our interests go beyond it. We now de- 
pend on the less-developed areas for a critical margin of the raw 
materials which feed our industries; and that dependence is like- 
ly to increase as our national resources are depleted and our in- 

ustries grow. The less-developed countries hold within their bor- 
ders enormous natural resources which constitute a vast and rela- 
tively untapped potential for the entire free world. 

Moreover, the populations of the less-developed countries present 
the prospect of substantial markets for our goods. Although they 
are not now large scale customers, their purchases can be expected to 
rise as development progresses. Higher incomes mean more pur- 
chasing power. The export opportunities which would be presented 
if the incomes of each of the millions of people in Asia, Africa, and 
Latin America were increased by a small margin would indeed be 
impressive. 

Independent of, but intensifying these challenges, is the aggres- 
sive presence of Communist imperialism. The Soviet bloc is well 
aware of the profound urge for a better life that has swept the less- 
developed areas and the opportunities which this situation presents 
for furthering its own purposes. In my appearance before this com- 
mittee last January, I noted that from 1954 through 1958 the Sino- 
Soviet bloc agreed with 18 underdeveloped countries to provide $2.4 
billion in credits and grants for economic and military aid, of which 
$1.6 billion was for economic aid alone. Agreements totaling $1 bil- 
lion were completed in 1958, reflecting a marked stepup in the ef- 
forts of the bloc. From all indications, this accelerated pace will 
be maintained. 

The breadth, scope, and intensity of the Soviet effort is illustrated 
in the charts on pages 35, 36 and 38 of the printed record of the 
January 29 hearings. I should like to offer them, Mr. Chairman, 
for inclusion in this record as well. 

(The charts referred to appear on pp. 204-206.) 

In the face of these challenges, the Congress 2 years ago established 
the Development Loan Fund and stated in so doing the fundamental 
truth “that the progress of free peoples in their efforts to further 
their economic development, and thus to strengthen their freedom, 
is important to the security and welfare of the United States.” 
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The Development Loan Fund was established for a particular, 
specialized purpose: The provision of capital for productive eco- 
nomic growth. With the exception of the technical cooperation 
program, the other elements of the mutual security program are 
not designed to promote economic development. They provide in- 
stead the military strength required to offset the Communist threat, 
and they help to maintain political and economic stability from year - 
to year. These are both essential prerequisites to development itself, 
but their usefulness and purpose would be largely lost in the absence 
of adequate provision for, forward movement in the development 
process. For this reason, an adequate Development Loan Fund 
can be considered the keystone of the arch in our mutual security 
program. 

The development needs of the free world are so large that the 
require the combined efforts of public and private capital from all 
the industrialized countries. Recognizing this, the Development 
Loan Fund has been designed to supplement but not compete with 
other free world sources of financing. It does not compete with 
private investment capital, the Export-Import Bank, or the Inter- 
national Bank for Reconstruction and Development. It works in 
the closest cooperation with these institutions. Because of the flex- 
ible terms on which its loan can be made, including the acceptance 
of local currencies in repayment, the Development Loan Fund can 
help to bring to fruition sound and worthwhile projects which other- 
wise could not be realized. This is so because many less developed 
countries are not as yet able to earn enough foreign exchange to fully 
repay the loans required to complete large projects in the standard 
10 to 15 years usually required by private capital and by the Export- 
Import Bank and the World Bank. 

The operating methods of the Development Loan Fund are de- 
signed to promote efficient, long-term economic growth. Its financing 
is exclusively in the form of loans or other types of credit; it does 
not make grants. It makes loans only for specific projects and there 
is a separate loan agreement on each project tailored to the specific 
situation. The Development Loan Fund does not program in ad- 
vance annual levels of assistance for particular countries. It focuses 
the primary responsibility on the governments or private business- 
men concerned by responding only to sound proposals which they sub- 
mit. Furthermore, the Development Loan Fund is not required to 
obligate its capital within any specific time period; it obligates funds 
only when it is convinced that efficient use can be made of them in 
connection with particular projects. In this way the Development 
Loan Fund promotes economic growth through the employment of 
devices which encourage the efficient, businesslike use of resources. 

An essential element in the effective use of the Development Loan 
Fund is an adequate measure of continuity. Without assurances that 
funds will be available over a period of years, the Development Loan 
Fund cannot realize its full potential in promoting sound develop- 
ment planning. It is also difficult to work with the international 
lending institutions in the absence of continuity. We have a vivid 
example of that situation today. As you know, the Development 
Loan Fund is now out of funds. Of the $700 million appropriated 
so far, less than $1 million is still unallocated. Unless the Congress 
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votes a supplemental appropriation, as has been requested by the 
President, we will be out of business and marking time until new 
funds for fiscal year 1960 are received, probably in August. What 
does than mean? Let me give youanexample. Just last week under 
the leadership of the World Bank, representatives of India, Britain, 
Germany, Canada, Japan, and the United States met in Washington 
to consider the needs of India in the 4th year of her second 5-year 
plan which begins on April 1. In this meeting the World Bank and 
the representatives of every country but one indicated what they 
could do to help. That one was the United States. We had to say, 
“Proceed with your plan, and next August when one-third of your 
fiscal year is past, we will tell you what, if anything, we can do.” 
This incident is but one of many. A privately run development bank 
in Iran designed to give major impetus to private investment, an air- 
port in Chile, an essential electric transmission line in Pakistan, and 
many other projects on which planning was well along will have to 
be laid aside until new funds are available. 

I know that some of you have wondered why the administration is 
not now requesting that the Development Loan Fund be capitalized 
on a long-term basis. The reasons for not presenting such a request 
this year seemed to us compelling. In the first place, we have now 
only about 1 year of effective operation of the Fund behind us. The 
additional experience that will come with another year’s operation 
will be invaluable in judging the size and form which longer term 
eapitalization of the Fund should take. You will recall that when 
the President originally proposed the establishment of the Develop- 
ment Loan Fund 2 years ago he asked for a 3-year capitalization, and, 
as he stated in his message last week, it was his intention, based on 
observation of its progress within that period, to ask for longer term 
capitalization commencing in fiscal year 1961. 

Another reason for postponing the decision on long-term capital- 
ization flows from our desire to insure that the Development Loan 
Fund fits in carefully to the pattern of other development institu- 
tions. This year consideration is being given to the creation of two 
new institutions in this field. One is the Inter-American Development 
Banking Institution. Negotiations looking toward its creation have 
been under way in Washington among the 21 members of the Organ- 
ization of American States since early January. They are now near- 
ing their conclusion, and we hope that this institution will become a 
reality in the course of this year. The second institution to which con- 
sideration is being given is an International Development Association 
to be formed as an +, Hee of the World Bank. This would be a multi- 
lateral version of our own Development Loan Fund. 

While negotiations regarding this institution are not as far advanced 
as in the case of the Inter-American Institution, we do expect that 
later in the year we will have a clearer idea as to the practicability 
and possibilities of such an institution. Such information regarding 
these two institutions would be useful in working out more precise 
long-term plans for the Development Loan Fund. Taking into 
account this information and our further experience in operating the 
Fund, the Department of State presently intends to submit for con- 
sideration by the President next fall a proposal for the long-term 
financing of the Development Loan Fund beginning in fiscal year 1961. 
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The Development Loan Fund now has behind it about 14 months 
of active experience. This has given proof of its ability to make use- 
ful loans and to operate effectively at a rate of at least $700 million 
a year. Furthermore, we now have confirmation in experience of the 
important role this institution can play in the conduct of our foreign 

licy. 
on will note from the chart on page 2 of the presentation book 
devoted to the Development Loan Fund, it has taken under considera- 
tion $2.8 billion in screened proposals by the end of January 1959. 

Six hundred and two million dollars of this total were later with- 
drawn, transferred to other interested financing institutions, or found 
on further examination to be inappropriate for Development Loan 
Fund financing. 

As of this morning only $800,000 of the Fund’s capital is still avail- 
able for loans. The loans we have so far made are all for specific 
sound projects. As Chairman of the Board of Directors, I have gone 
over each commitment together with my colleagues on the Board— 
the Chairman of the Board of Directors of the Export-Import Bank ; 
the U.S. Executive Director of the IBRD, who is also an Assistant 
Secretary of the Treasury; the Director of the ICA; and the Man- 
aging Director of the Fund. The Board has a proved each loan. I 
am satisfied that each commitment is technically, economically, and 
financially sound and will contribute to economic growth 

We have made loans for roads, power generation and transmission, 
port facilities, railways, telecommunications, irrigation, and other 
types of economic overhead facilities. We are also financing cement 
and fertilizer plants, jute mills, a pulp factory, a sugar mill, and other 
manufacturing enterprises. The lending resources of several estab- 
lished, well-run local development banks have also been enlarged to 
enable them to make more foreign exchange available for investment 
by small entrepreneurs. 

In its first year, the Development Loan Fund was also able to join 
with the other lenders in specific loan transactions. Thus, shortfalls 
in project financing under India’s second 5-year plan were met with 
several loans totaling $175 million, in conjunction with credits ex; 
tended by the Export-Import Bank, the International Bank for Re- 
construction and Development, and the Governments of the United 
Kingdom, Germany, Japan, and Canada. One of the Development 
Loan Fund loans will enable Indian manufacturers to produce about 
20,000 freight cars, 300 steam locomotives and 600 steel coaches for 
the railway system; another will permit the assembly in India of about 
16,000 buses, trucks, and jeeps, and the expansion of India’s privately 
owned jute and cement industries. Above all, the Development Loan 
Fund loans were a critical element in enabling India’s second 5-year 
plan to continue without further cutbacks. At the same time, the 
Development Loan Fund made loan commitments totaling about $70 
million for seven different: projects in neighboring Pakistan. 

I have noted some confusion regarding the availability of funds 
to the Development Loan Fund. It has been said that since the 
Development ee Fund has only expendes a very small portion 
of its appropriations, $27 million out of $700 million, there is no need 


as yet for further appropriations. Such statements totally ignore 
the fundamental nature of the Development Loan Fund. e De- 
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velopment Loan Fund finances projects. When it makes a loan it 
commits sufficient funds to carry the project to completion. Develop- 
ment projects take time to construct. On the average, World Bank 

rojects have taken 3 to 4 years to complete. The Development Loan 

und projects are similar in nature. We can expect to spend about 
10 percent to 15 percent of the funds allotted to each project during 
the first year after a loan agreement is signed and the rest over the 
remainder of the 3- to 4-year period. This has been the experience 
of the World Bank and of the Export-Import Bank in the heveloye 
ment field. This means that when fully underway the Development 
Loan Fund can expect to have a pipeline of unexpended funds equiva- 
lenit to about 2 full years of operations. Once a commitment is made, 
the funds are set aside for the particular project and are unavailable 
for other uses. Therefore, the unexpended funds of the Development 
Loan Fund have no connection with its ability to undertake new 
projects. That ability is measured solely by the amount of un- 
committed funds. 

Here again there has been some confusion as to when funds are 
actually committed and become unavailable for other uses. The 
commitment process used by the Development Loan Fund is identical 
to that used by the Export-Import Bank for many years. It is a 
tried and true procedure. It starts with the approval of a loan by 
the Development Loan Fund Board of Directors. Once a loan has 
been approved by the Board, it is submitted to the National Advisory 
Council for its advice and when that advice is received, a formal letter 
of commitment is given to the prospective borrower. This generally 
occurs within 2 weeks of Board action and this constitutes the pledged 
word of the United States. At this point the U.S. commitment to 
make the loan is publicly announced in the country of the borrower. 
At this point our funds are committed and are unavailable for any 
other use. As the Director of the Bureau of the Budget stated in his 
recommendation on the supplemental appropriation request our funds 
are, in effect, obligated at this point. The final-step in the process 
is the working out of a detailed loan agreement many pages thick. 
This process now takes the Development Loan Fund a bit more than 
90 days on the average. As we gain experience we hope to cut this 
period to somewhere around 60 dave, the average time now required 
by the Export-Import Bank for this same step. While it is only 
when this detailed loan agreement is signed that all the legal formali- 
ties of obligation are fully completed, the commitment by the United 
States runs from the date when its written word is given to the bor- 
rower. After this date the only circumstance in which the funds 
would revert to the Development Loan Fund for other use would be 
if the prospective borrower, for one reason or another, decided not to 
accept the loan. Thus the need for supplementary funds in fiscal 
year 1959 and for the funds requested for fiscal year 1950 is directly 
related to the sums publicly committed by the Fund rather than to 
expenditures or to the total or completed loan agreements. 

The $700 million in new capital which we are requesting that the 
Congress make available beginning in fiscal year 1960 will permit the 
Development Loan. Fund to continue lending at about the same rate 
that it maintained during its first year of active operations. 
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Such an appropriation is the barest minimum needed in advanc- 
ing our objectives in the less-developed areas, It represents less than 
one-sixth of 1 percent of our gross national product. Past experi- 
ence is one measure of the need. In 1957 and 1958 many of these 
countries showed no appreciable increase in incomes per person. In 
some cases overall growth was more than eaten up by population 
increases. During these years the impact of previous development 
assistance programs undertaken by the United States was being felt. 
These investment activities, which were undertaken prior to the estab- 
lishment of the Development Loan Fund, averaged somewhat more 
than $400 million per year. The results confirm that an acceptable 
rate of progress will require considerably more than a $200 million 
rate of U.S. development assistance. 

Our request is also minimal when compared to the recommenda- 
tions of almost every responsible public and private body that has 
surveyed this problem. In April 1957, the Committee for Economic 
Development, whose membership contains many responsible busi- 
nessmen, recommended an annual outlay of $1 billion a year over 
each of the succeeding 5 years in addition to then current U.S. de- 
velopment assistance programs. In May 1958, the National Plan- 
ning Association, of which numerous business, labor, and academic 
leaders are members, called for a U.S. Government program with 
$10 to $20 billion in capital for use over 5 to 10 years to finance basic 
public investment in underdeveloped countries. And in the spring 
of 1958 the Special Studies Project of the Rockefeller Brothers Fund 
echoed recommendations made in the previous year by the Inter- 
national Development Advisory Board, when it called for substan- 
tial increases in the level of appropriations already made available to 
the Development Loan Fund. 

And only last week the President’s Committee to Study the U.S. 
Military Assistance Program, headed by William H. Draper, Jr., 
and including among its membership two former Directors of the 
Budget and several former high-ranking military officers, concluded 
that the total fiscal year 1960 request for economic assistance as a 
whole was the minimum required. The committee also expressed a 
belief that loans for development assistance under the mutual security 
program will probably be needed at a rate of at least $1 billion per 
year by fiscal year 1961. 

I cannot emphasize too strongly the importance that President 
Eisenhower personally attaches to this request. He firmly believes 
that the mutual security program must deal with the deep social and 
economic undercurrents that are now shaping the free world’s to- 
morrow. It must help to present an affirmative, positive image of 
the United States to the world, an image of the great tradition of 
enterprise and idealism that has motivated the American people since 
our earliest beginnings. It must look ahead and try to cope today 
with the conditions that will affect the interests of the United States 
in years to come. 

The Development Loan Fund can be a major response to these 
challenges. It can represent a major exercise of our responsibilities. 
Whether it will depends at this point in history on whether our Nation 
is willing to invest today in the free world’s peace and progress 
tomorrow. 
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Chairman Morean. Thank you, Mr. Secretary. 
Mr. McIntosh, you may proceed. 


STATEMENT OF HON. DEMPSTER McINTOSH, MANAGING DIRECTOR, 
THE DEVELOPMENT LOAN FUND 


Mr. McInvosu. I welcome this opportunity, as Managing Director 
of the Development Loan Fund, to appear before you today. 

I proposed to supplement Secretary Dillon’s remarks by detailing 
the organizational arrangements, the operational procedures of the 
Development Loan Fund and some of the loan operations undertaken 
in the past year. 

I shall refer frequently during my statement to the red-covered 
presentation book before you entitled “Development Loan Fund.” 
This book provides, on an entirely unclassified basis, through text and 
charts, a comprehensive picture of our past operations and estimates 
of our future requirements. It is submitted in support of our request 
for $700 million of additional capital for fiscal year 1960. 

The Development Loan Fund, established in 1957 and made an jn- 
dependent corporation by the Mutual Security Act of 1958, has, in 
the course of the past year, developed an effective organization for 
carrying out its responsibilities in the field of foreign aid operations. 


ORGANIZATION—THE BOARD OF DIRECTORS AND THE STAFF 


\ The Development Loan Fund is managed by a Board of Directors, 
which is shown in the chart on page 13 of the presentation book. The 
poord acts subject to the foreign policy guidance of the Secretary of 

tate. 

The review and processing of loan applications for action by the 
Board of Directors is carried on by the staff of the Development 
Loan Fund. This staff is headed by myself, as the Managing Direc- 
tor. Other principal officers heading organizational units are the 
Deputy Managing Director for Finance and Development, concerned 
with general pont and financial problems, the Deputy Managi 
Director for n Operations, concerned with the examination an 
preparation of recommendations on specific loans and the implementa- 
tion of approved loans, the General Counsel, providing legal advice, 
and the Corporation Secretary, performing housekeeping and other 
functions normally associated with that position. 

Altogether our staff now consists of 67 persons, of whom 36 are 
in the officer category and 31 are secretarial and clerical personnel. 
All of our personnel are located in Washington. We have no per- 
sonnel on permanent duty abroad. For our oversea representation 
we rely on the personnel of the U.S. operations missions and our 
embassies abroad, together with frequent trips to borrowing countries 
by our staff weatahin g 

The key staff level personnel in the Development Loan Fund are 

{ our loan officers. These people, drawing upon the necessary addi- 

_ tional expert advice of economists, engineers, and lawyers, have the 
\day-to-day responsibility of examining loan aEpHeniaons to determine 
their economic feasibility and technical soundness, preparing Apprer 
priate recommendations for the Board of Directors, negotiating loan 
agreements, and following the implementation of approved loans. 
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Engineering is also a key phase of our work. For the past year 
the Development Loan Fund has utilized the engineering services of! 
ICA in the review of incoming applications for loans. For the future) 
some increase in the Development Loan Fund technical staff may be 
desirable together with greater use of outside consultants. 


LIAISON WITH OTHER AGENCIES AND PRIVATE INVESTORS 


I believe we have a very capable staff. However, its ability to do 
the work needed to process the almost $700 million of loans approved 
in the past year has been dependent upon the close relationships main- 
tained with other agencies of the U.S. Government concerned with 
our foreign economic operations. In the processing of loan applica-, 
tions, our staff has continuously consulted the staff personnel of agen- | 
cies represented on our Board—State, ICA, Export-Import Bank, and | 
Treasury. In addition, we have utilized the services of other agencies | 
such as the Departments of Agriculture, Commerce, and Interior, in ' 
the examination of technical and other problems within their purview. 
Our staff also maintains close contact with the International Bank 
for Reconstruction and Development and the International Finance 
Corporation. To assure that we are not financing projects which | 
might be of interest for private investors, we have established contacts | 
with investment houses and banks interested in oversea development | 
through the use of private resources, 


OPERATIONAL PROCEDURES 


The Development Loan Fund makes loans only for specific, sound 
projects. Loans are made only on the basis of firm commitments by 
the borrower to repay and upon a finding that there are reasonable 
prospects for repayments. To make such determinations we act as 
follows: 

(1) The potential borrower submits an application describing the 
nature and location of the project for which a loan is sought, the 
purposes of the proposed loan, the items to be financed, the total 
cost of the activity, the relationship of the project to the development 
of the country, the amount of the loan request, and a description of 
efforts to obtain financing from other sources. 

(2) The Development Loan Fund staff examines the project to 
determine its eligibility for Development Loan Fund financing, tak- 
ing into account such criteria as the contribution of the proposed 
activity to the growth of the borrower’s country, the economic and 
technical soundness of the activity, the availability of other sources 
of finance, and its possible adverse effect upon the economy of the 
United States. 

(3) If the proposal passes the preliminary review, which includes 
checking to determine whether financing is available from private 
sources, the Export-Import Bank, the IBRD, or the IFC, a decision 
is made to subject it to intensive review and evaluation. 

(4) Intensive review and evaluation entails detailed study of a 
project’s economic aspects and technical details. Views of experts in 
other sae of the U.S. Government are sought. Comments are 
sought from our missions overseas. Usually the applicant is required 
to submit more detailed data. 
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For example, in considering an application for the construction or 
expansion of a cement plant, we make certain that there is a market 
for the cement, that the required raw materials are available locally, 
that the plant is being erected in the logical place, that the borrower 
is making a réasiaabls equity investment of his own, that there will 
be proper management, and finally that the enterprise will be suc- 
cessful and of economic benefit to the country. 

(5) Upon completion of intensive evaluation, the Development 
Loan Fund staff submits a memorandum to the Board of Directors 
recommending approval, supported by appropriate justification and 
documentation. The Board may approve, disapprove, or refer a 
Broiled memorandum back to the staff for further study. If the 

oard approves the loan, this decision is incorporated in a formal 
resolution adopted by the Board. 

(6) After Board approval, the loan is submitted for the advice 
of the National Advisory Council on International Monetary and 
Financial Problems. 

(7) Following NAC action, a letter of advice is sent to the appli- 
cant informing him of approval of his application and the terms and 
conditions on which it is proposed to extend a loan. As Secretary 
Dillon has pointed out, the word of the United States is thus pledged. 
This is an effective obligation. 

(8) A loan agreement, tailored to the project, is drafted on the 
basis of the Board action and negotiated with the borrower. Im- 
plementation is governed by the loan agreement. 

(9) The Development Loan Fund staff works with the borrower 
on the implementation of the loan. Implementation is a complex task 
but one which is essential for the success of the loan operation. Imple- 
mentation involves such varied work as the approval of detailed speci- 
fications developed by the borrower for the use in the placement of 
tenders. the examination of bids, and the procurement of equipment. 
In addition, there are problems of assuring that the equipment and 
commodities reauired for the nroject are used for the purnoses en- 
visaved in the initial loan application and the submission of reports 
by the borrower on the progress of construction of his project. Finally, 
there is the difficulty of the development of procedures to be followed 
by the borrower in obtaining the disbursement of funds from the 
Development Loan Fund. 

T should like to stress that in our onerational procedure, we endeavor 
to avoid prematurely tying un our funds against projects whose im- 
plementation is sometime in the distant future. Each of our loans is 
generally made for a snecific project and only after the necessary 
engineering detail has been accomplished to our satisfaction by the 
borrower. This often involves the borrower’s coming to Washineton, 
torether with his technical personnel, and sitting down with us in an 
effort to resolve any problems which are delaying moving forward 
with a particular application. 

You will also note that. by relying upon the project approach our 
loans are made in response to specific requests on the part of the 
borrower. There is no effort on our side of suggesting that the bor- 
rower undertake a specific project in which he may have little or 10 
interest. 

We have found that these nrocedures, which we have developed in 
the past year and are continually trying to perfect, make for a 
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businesslike approach to the use of our available loan capital. We 
believe that these are procedures which are satisfactory to both the 
borrower and the lender and have the happy effect of causing appli- 
cants in the underdeveloped areas to think through many of their 
problems with the result that the final activity is economically sound 
and technically feasible. 


OPERATIONAL RESULTS 


Utilizing the organizational arrangements and operational pro- 
cedures I have described, the Development Loan. Fund had, as of 
March 20, 1959, made loan commitments totaling $698 million. These 
commitments involve 77 loans in 36 countries. The chart on page 3 
of the presentation book shows our loan commitments as of January 
31, 1959, indicating that the Far East has obtained 25 percent of our 


loans, south Asia 37 percent, and the Near East 19 percent. The “ 


remaining 19 percent of our loans have been made in Latin America, 
Europe, and Africa, 

On page 20 of the presentation book, there is a table indicating 
the functional categories in which our loan commitments had been 
made as of January 31, 1959. It can be seen from this table that over 


half of our loan commitments were for basic facilities in the fields of v 


transportation, communication, and power. The remainder of our 


loans have been in the fields of industry, food and agriculture, min-v 


ing, water supply and sewage, and community development. 
About one-third of our loans are for the direct benefit of private 
enterprise in the less developed areas. Loans totaling $92 million 


have been made directly to private borrowers; another $132 million V 


has been in loans to governments to provide resources for purchasing 


equipment needed by local private industry. We attach special im- |<, 
portance to assisting in the growth of private enterprise abroad and © 


believe we have made an important start in this endeavor. 

Loan repayments and guarantee fees are now beginning to accrue. 
To date these total the equivalent of $241,000 in both dollars and local 
currency. By the end of fiscal year 1960 we estimate, based on our 
assumptions of disbursements, that collections of interest will total 
about $9 million and principal repayments under $1 million. These 
dollar and local currency funds become a part of Development Loan 
Fund’s capital available for relending for economic development. In 
addition, as Secretary Dillon has mentioned, authority is being re- 
quested to make available to the Development Loan Fund, after the 
administrative needs of other agencies are met, the local currency 
repayments under mutual security loans concluded since 1954. It is 
now estimated that in fiscal year 1960 such repayments will total 
about $10 million. 

Being local currency proceeds, however, these accruals and our 
own earnings, also mostly in local currency, cannot be used as a sub- 
stitute for foreign exchange loans. For such loans we must rely on 
additions by the Congress to our capital. Fiscal year 1960, how- 
ever, should see us well on the road to effective utilization of the 
earnings from our earlier loans and the initiation of the first phase 
of the Development Loan Fund becoming a revolving loan fund. 
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EXAMPLES OF LOANS 


_ In our loan operations we utilize various techniques, all indicative 
‘of the flexibility of the Development Loan Fund as an instrument of 
our foreign policy for the furtherance of long-term growth. Three 
examples from our past operations will illustrate the adaptability 
of the Fund to differing operations. 


Joint operations 


First, there is what we call the joint operation, involving the exten- 
sion of a loan or loans by the Development Loan Fund in conjunction 
with other lending institutions or countries. 

Secretary Dillon has already spoken of the joint operation under- 
taken by the Development Loan Fund in conjunction with credits to 

India extended by the Export-Import Bank, the IBRD, and the 
Governments of the United Kingdom, Germany, Japan, and Canada. 
A somewhat similar joint operation was undertaken in connection with 
Turkey last year. 

In Thailand, the Development Loan Fund joined with the Export- 
Import Bank in extending loans for cn development in that coun- 

ltry. The Export-Import Bank made a loan of approximately $14 
million for a thermal power installation while the Development Loan 
Fund made a loan of $20 million for a power distribution system. 
Both loans together make possible a comprehensive project involving 
power generation and distribution in and around Bangkok. 


Use of loan guarantee 


As a second example, let me cite a case where the Development Loan 
Fund used the guarantee authorized by Congress. The Development 
Loan Fund made a direct loan of $2 million to expand shipyard facili- 
ties in Taiwan. In addition, it guaranteed, for a fee, a $4,500,000 
loan by the Bank of America and the Marine Midland Bank for a 
construction loan for ship construction by this yard. This guarantee 
made possible the use of private funds in assisting the growth of the 
economy of an underdeveloped country. 

Loan for economic diversification 

My third example is a loan in Guatemala for assisting small pri- 
vate enterprises to play an important role in developing the economy 
of that country. Guatemala is a country which has been hard hit by 
the depressed state of the coffee market. This has contributed to 
unrest and considerable Communist activity in Guatemala. The 
country has, however, one resource which so far has gone largely 
undeveloped. It contains the only area in this hemisphere where the 
pighes "Papa types of rubber trees can grow without being stricken 

y bight. 

The Development Loan Fund is loaning $5 million to Guatemal 
repayable in 12 years in U.S. dollars at 534 percent interest, which wil 
be relent to small private investors to cover the foreign exchange costs 
of procuring certain equipment, materials and services from outside 
their country. Sue aes : 

In time, rubber exports should earn about $30 million in Hiaby 
exchange for Guatemala. In addition, it will supply raw rubber for 
a Guatemalan tire factory which now must import its rubber, and 
thus will save further foreign exchange. 




















MUTUAL SECURITY ACT; 1959 183 


FUTURE OPERATIONAL CAPACITY 


In little more than a year of active operation, we have demon- 
strated the capacity to perform the function the Congress has assigned. 
We have lovlepad the organization and are perfecting the operational 
techniques required of an institution designed to be the principal in- 
strument of the U.S. Government charged with realizing the mutual 
security program objective of economic growth in the pullastiovsleped 
areas. 

Our initial capital resources are about exhausted. To permit us to 
continue operations for the remainder of fiscal year 1959 we have 
requested a supplemental appropriation of $225 million, For fiscal 
year 1960 we are requesting $700 million. Such resources would permit 
us to give earnest consideration to the approximately $1.5 billion of 
loan applications we have on hand, as wal as to additional ones con- 
tinuously being submitted, from the critical underdeveloped areas of 
the free world where the need for accelerated growth is the greatest. 

The trend chart on page 2 indicates the volume of applications we 
have received, those under consideration, and those for which loans 
have been extended. You will note that the rate of increase in appli- 
cations being received has declined, We believe that this relates to a 
large extent to the availability of resources for the Development Loan 
Fund. Applicants hesitate to submit requests for loans when there 
is doubt in their minds that the lending institutions with which they 
are dealing will have no resources against which to consider their 
request. We believe that this factor underscores the need for con- 
tinuity in our appropriations, 

Our past record is indicative of our capacity to handle the extension 
of a large volume of loans. While extending new loans we must give 
continued attention to the implementation of loans previously ap- 
proved. This means greater demands on our staff which can be met 
only through an increase in our existing personnel strength. Last 
year Congress limited our administrative expenses to $1,250,000. For 
the coming year, we estimate such expenses at $2,050,000 and are 
requesting this amount as a limitation. This will enable us to increase 
cur staff to 103 persons—primarily loan officers, lawyers, and engineers. 

We are requesting also an amendment to section 205 to provide for 
one additional senior officer on our staff who may be compensated at 
a rate not in excess of $18,000 a year. I believe this is essential to 
insure obtaining key personnel of sufficient stature and experience to 
carry out effectively Development Loan Fund’s responsibilities. 

Finally, I should like to refer to a legislative amendment we are re- 
questing regarding the administration of our loans. The present leg- 
islation assigns to the Export-Import Bank responsibilities for such 
administration. We now propose to delete these provisions. For car- 
rying out-these provisions, it has been arranged by mutual agreement 
of ICA, Export-Import Bank, and the Development Loan Fund that 
the facilities of ICA are to be utilized for the performance of the serv- 
ices of accounting, collections and auditing in connection with these 
loans—services related to other services, such as procurement analysis 
and disbursement, which ICA performs for the Development Loan 
Fund and which can be Peron by the same staff. By utilizing 
the existing facilities of ICA, any necessity for establishing new 
facilities in the Export-Import Bank and employing duplicate staff 
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has been avoided. With the consent of all agencies concerned, the 
amendment will eliminate the mandatory requirement that Export- 
Import Bank bear responsibility in connection with these functions 
and will provide a more clear and flexible basis on which these agen- 
cies can work out arrangements for the performance of the various 
services involved in administering Fund loans. The permissive au- 
thorities in sections 505(b) and 522 of the act will permit Export- 
Import Bank services to be utilized as may be mutually deemed ap- 
propriate in connection with the administration of Fund loans. 

In summary then, the Development Loan Fund in its first 14 months 
of active operations has become a major lending institution which has 
proven its ability to process loan applications at the rate of $700 
million or more a year. It has launched an active program which 
gives every prospect of attaining the purposes for which it was estab- 
lished. It has attracted a large and growing body of applications 
from the areas it is expected to assist. It has aroused hopes and en- 
couraged economic development planning and programing in many 
free underdeveloped countries which are struggling to maintain their 
freedom. And, as Secretary Dillon has said, it is playing a vital 
role in the foreign policy of the United States. 

Chairman Morean. Do I understand, Mr. Secretary, the $1.5 bil- 
lion request is now pending for loans ? 

_Mr. Ditxon. $1.5 billion in reasonably well screened requests, yes, 
sir. 

Chairman Morean. And you have less than $1 million now available 
against this $1.5 billion worth of requests ? 

Mr. Diton. Approximately $800,000, yes, sir. 

Chairman Morgan. Now, Mr. Secretary, out of the $700 million re- 
ceived in fiscal year 1957 and the $300 million received in fiscal year 
1958, and the $400 million you received in fiscal year 1959, how much 
of that $700 million is now committed ? 

Mr. Ditton. Well, we feel 

Chairman Morcan. $699 million ? 

Mr. Ditton. There was $1,250,000 set aside for administrative ex- 
penses of the Development Loan Fund, and $800,000 that we haven't 
used, so it is approximately $698 million effectively committed. 

Chairman Moraan. Mr. Secretary, out of the total requests amount- 
ing to $2.8 billion that you mentioned in your statement, you say over 
$600 million was eliminated through study by the Board. 

Would you give us a breakdown roughly on some of the reasons 
some of these requests were eliminated ¢ 

Mr. Driton. Well, a great many of them were eliminated, possibly 
the larger amount, because of the fact they were found to be suitable 
for financing by other institutions. As you know, the Development 
Loan Fund is not supposed to make loans where other sources of free 
world capital are available. 

We always refer these applications to the Export-Import Bank and 
to the World Bank to see if they are inieareatad: A large proportion 
of this amount was projects in which the Export-Import Bank or the 
World Bank indicated they were interested, so we took no further 
action on them. 

The others would be projects which, for one reason or another we 
decided were not good development projects and not suitable for our 
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lending activity. We can give you a complete breakdown of that for 
the record if you desire. 

Chairman Morean. Mr. Secretary, what was the date the Develop- 
ment Loan Fund actually got into operation ? 

Mr. Ditton. The first loan, as [ remember, was approved by the 
Board in February 1958. . The Managing Director of the Development 
Loan Fund came on duty in that month and we really started operating 
toward the end of January 1958. 

Chairman Morcan. What is the actual amount of cash that has 
been paid out from the $700 million ? 

Mr. Dinion. As of now? 

Chairman Morean. As of now. 

Mr. Ditton. As of March 18, 1959, $27,088,779 had been disbursed. 

Chairman Morgan. How much of that is administrative ? 

Mr. Ditton. About $750,000 has been obligated for administrative 
purposes, 

Chairman Morean. But actually when we agree to a loan commit- 
ment that money is committed and the word of the United States has 
been given that the money will be supplied. So actually we have ap- 
proximately $698 million out of the $700 million now firmly 
committed ¢ 

Mr. Ditton. That is correct. 

Chairman Morean. Thank you, Mr. Secretary. 

Mr. Chiperfield. 

Mr. Cutrerrtecp. Thank you, Mr. Chairman. 

Mr. Secretary, I believe you made a very fine explanation of the 
procedure you follow. Every Member of Congress received a letter 
this morning from Congressman Passman and it also contains a chart. 

I wonder if you have a copy of that chart before you ? 

Mr. Dixon. It has just been given to me. 

Mr. Cutrerrrecp. It shows in connection with the Development 
Loan Fund, total obligations as of February 28, 1959, $409,300,000. 

Now, that figure, as I understand it, from the procedure you fol- 
low, does not show additional obligations nor does it show commit- 
ments. Am I correct? 

Mr. Ditton. That figure shows only the total of completed and 
signed detailed loan agreements. It does not show the amount of 
funds to which the United States is obligated formally, provided the 
borrower accepts the loan. 

Mr. Currerrietp. In other words, there ought to be approximately 
an additional $289 million more shown committed or obligated ? 

Mr. Ditton. $289 million. 

Mr. CureerFreLpD. The same thing is true under the expended bal- 
ances as shown for February 28, 1959, of $678 million. 

If you take away the additional obligations and the commitments 
that figure should be around $800,000. 

Mr. Diti0n. That has all been committed; that is right. 

Mr. CurrerFteLp. So this is misleading ? 

(No response.) 

Mr. CurrerFreLp. Well, I will say so if you don’t want to. 

Mr. Ditton. I would prefer not to comment. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. 
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Mr. Secretary, how much Development Loan funds were available 
to India? 

Mr. Duton. That is $175 million. 

Mr. Zastockt. That is the figure you referred to on page 11? 

Mr. Ditton. That is right. 

Mr. Zaxsvocki. The first DLF loan was made in January 1958, 
therefore, in less than a year we gave India $175 million. Why 
couldn’t our country give greater assurance to India than you in- 
dicated in your statement on page7. Where youstated: 

Proceed with your plan, and next August when one-third of your fiscal year is 
past, we will tell you what, if anything, we can do. 

Certainly you don’t proceed on a 1-month or 2-month basis. 

Mr. Driion. I understand your question, Mr. Zablocki. 

The $175 million is being used by the Indians against obligations 
that they have incurred up to the fiscal year ending at the end of 
this March and it will not be available to meet their requirements in 
the coming year. I was talking about their needs for the coming 

ear and that will depend solely on what the Congress votes for the 
velopment Loan Fund. 

Mr. Zastockt. The Administrator certainly has some amount in 
mind for India. You don’t anticipate Congress will cut off all the 
funds for fiscal year 1960? 

Mr. Dion. I don’t; no, sir. 

Mr. Zastocxi. On page 5, Mr. Secretary, you state: 

The development needs of the free world are so large that they require the 
combined efforts of public and private capital from all the industrialized 
countries. 

Do you include Soviet Russia ? 

Mr. Dition. I was talking only about the free world. 

Mr. Zastocki. Mr. Secretary, in the Mutual Security Act of 1952 I 

sponsored an amendment that appeared at the end of paragraph 6 
of subsection (b) of section 115 of the original ECA Act, as amended. 
The language of which was as follows: 
And provided further, That whenever funds from such Special Account are 
used by a country to make loans, all funds received in repayment of such loans 
prior to termination of assistance to such country shall be reused only for such 
purposes as shall have been agreed to between the country and the Government 
of the United States. 

Mr. Secretary, as you know, this provision applied to about 90 or 95 
pene of the counterpart deposits which were subject to joint control 

y the foreign governments and the United States. What effect would 
such an amendment have were it to be reenacted ? 

Mr. Ditton. I am informed that when this provision was repealed, 
the ICA put out a policy requiring that this same procedure be con- 
tinued and it is the procedure we have normally followed. 

Mr. Zasiocki. Since the procedure is continued there should be no 
objection to putting the language back in the act. 

{r. Ditton. No, sir. 

Mr. Zastocn1. Mr. Chairman, if I have time I would like to ask one 
other question. 

What effect has our aid program on our trade? That is, to what 
extent has the aid program harmed or assisted U.S. trade with recip- 
ient countries ? 
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Mr. Ditton. We have conducted, in accordance with directive of the 
Congress, a detailed study on this subject, in accordance with para- 

raph 413 of last year’s Mutual Security Act, and that will be ready 
for submission to the Congress shortly after this committee—shortly 
after the Easter recess. 

The general conclusion of that is that the mutual security program 
has been helpful to our trade and has not in any instances that they 
can find been directly harmful to U.S. interests, and there is a very 
thick report with lots of documentation. 

Mr. Zazs.ock!. Classified information ? 

Mr. Ditton. No, sir. 

Mr. Zasiockt. Unclassified ? 

Mr. Ditton. Yes. 

Mr. Zasiocki. Will the study and the report include a table of the 
increases or decreases of trade with recipient countries? 

aa Driton. We can get such a table. I am not sure such a table 
is there. 

Mr. Zastockt. The table would, in effect, summarize the effect of 
our aid program. . 

Mr. Drton. Whether our trade has increased or decreased. 

We will see that there is one. 

(The information required is being prepared as part of the study 
called for by the Congress in section 413(c) of the Mutual Securit 
Act of 1954, as amended by the Mutual Security Act of 1958. It 
will be supplied as part of that study.) 

Mr. Zastocki. Will the report also include the effect of U.S. trade 
in relation to the Development Loan Fund loans? 

Mr. Ditton. The Development Loan Fund is part of the mutual 
security program. 

Mr. Zasiockt. Will the study be that current? 

Mr. Ditton. We will see that it is. 

Mr. Zastockt. Thank you, sir. 

Chairman Morcan. Mrs. Bolton. 

Mrs. Botron. Thank you, Mr. Chairman. 

Mr. Secretary, I would like to go a little further, if I may, with 
Mr. Zablocki’s question and the effects on trade. 

Has it had any effect on our own economy? On unemployment? 
Has it increased or decreased or had no effect at all upon our own 
unemployment situation ? 

Mr. Ditton. Well, the extent that Development Loan Fund funds 
are used by recipient countries to procure goods in the United States— 
and some of them have been used for that purpose, it has been directly 
helpful—to the extent that they are used for procurement elsewhere, 
it erm additional dollars that flow through the course of trade 
and generally stimulate the pattern of international trade, and, we 
think, do increase our overall exports, but it is impossible to say how 
much or where. 

_ Mrs. Bouron. In these 14 months that you have been functioning, 
is it too early yet to have had any repayments of loans? 

Mr. Ditton. We have had some payments of interest but, as yet, 
no repayments of principal. 

Mrs. Borron. Then the repayments of interest—there have been no 
failures to pay interest when due? 

38361—59—pt. 1——18 
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Mr. Dutton. There have been no failures, no. However, I would 
like to say we have gotten one payment also of $45,000 for a guarantee 
which we made on a loan by two American banks to a shipyard in 
Taiwan. ; 

Mrs. Bouron. I find some of my people are questioning the validity 
of loans and the possibility of the ability to pay back, and so forth, 

Mr. Ditton. We feel all these loans are sound projects and there is 
me indication that they won't all be serviced on time and properly paid 

ack. 

By the end of fiscal year 1960, we estimate, based on our assump- 
tions of the rate of disbursements, that we will collect interest totaling 
about $9 million and principal repayments of something under $1 
million. 

Mrs. Bouron. Thank you. 

Now, in your efforts to stimulate greater use of private investment 
overseas, what problems do you encounter, if any ? 

Mr. Ditton. Well, this separates itself into two questions: stimulat- 
ing American private investment going abroad and stimulating pri- 
vate investment in the country itself. Both of those are necessary. 

You have to have a good private investment climate locally to make 
an environment where American private enterprise can be successful. 
The main problem with American private enterprise is that the sit- 
uation of manufacturing companies and things of that nature in 
most of the underdeveloped countries is not very attractive and I 
think the risks are large and therefore they are somewhat reluctant to 
go ahead. 

There has been recently some renewed interest in investments in 
India because that country is a little more advanced in its develop- 
ment program, which we are very hopeful about. 

As far as local people are concerned, that really depends on the 
country. I think one of the biggest problems they have in most 
of these countries is lack of foreign exchange, which is very tight. 
To buy machinery which is not made in their country they have to get 
allocations of foreign exchange. This exchange is provided in some 
of our loans, which were made in the first instance to governmental 
entities for the purpose of providing exchange resources for these 
private-sector investors. 

Mrs. Borron. Then there is one other thing that I want to ask. I 
have been one of those on the committee who has been anxious to 
have us shift from grant to loans as rapidly as ible. 

In doing this, have you encountered any difficulties? Do they like 
it better or don’t they like it as well ? 

_ Does it affect their self-respect or what does it do? 

Mr. Dutton. We think for these specific projects it works much 
better. It makes the country take them more seriously; it probably 
pivse them somewhat greater pride in the project and in every way 

eads to a better arrangement. 

The grants that we continue are only for general sorts of com- 
modities, for budget assistance to countries that are carrying very 
heavy burdens of military costs, and for countries in difficulty, such as 
Jordan, which needs funds just to stabilize their political setup. 

Mrs. Bouton. Thank you very much. 

Chairman Morean. Mrs. Kelly. 
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Mrs. Ketty. Thank you, Mr. Chairman. 

Mr. Dillon, the purpose of the development loan is to encourage 
private investors, In other words, make loans to private investors 
rather than to governments; isn’t that correct ? 

Mr. Ditton. No, that was one of its purposes. It is the purpose 
also to provide loans for the public type of infrastructure thing such 
as highways, ports, irrigation work, big electricity projects, transpor- 
tation, railroads that private industry is not interested in undertaking 
in these countries. 

Mrs. Ketiy. I really believe the purpose was to make loans to 
private investors rather than to government because if the loan to the 

overnment was sound it would go to the Export-Import or World 

ank, would it not? 

Mr. Ditton. Not necessarily, no. 

The Export-Import Bank, in the first: place, cannot make a loan 
unless all the items financed are bought here in the United States. 

As far as the World Bank is concerned, one of the reasons they look 
with favor on the Development Loan Fund is that, in the case of 
certain of these underdeveloped countries, where large basic facility 
projects are needed the analysis of the balance of payments of that 
country will show often that the country cannot afford to repay a 
loan for these good projects in dollars in a period of 10 to 15 years 


which the World Bank requires on its loans. Here the Development 


Loan Fund can make a loan for such a project with repayment terms 
tailored to the foreign exchange position of the borrower. This often 
means repayment in local currency. 

Mrs. Ketiy. That is why we call them soft loans ? 

Mr. Drton. That is right, because of the nature of the repayment. 

We work together with the World Bank. We have made a number 
of joint projects. 

For instance, Honduras wished to borrow to build a road.’ The 
World Bank felt that the Honduras economy could only pay back 
so many dollars, so they put up half the money and we put up the 
other half repayable in local currency. 

Mrs. Kexiy. Mr. Dillon, you are acquainted with this report to the 
president of the Committee on World Economic Practices? 

Mr. Ditton, Yes, I am. 

Mrs. Ketiy. It seems to me that report is very contradictory. In 
one place it advocates the use of the Development Loan and in the 
second place it makes recommendations that are just the opposite. 

For instance, here it goes into the fact that the soft loan is almost 
a grant because in terms of—TI suppose in terms of dollars—it is not 
being realized, and it continues to mention the fact that half of the 
loans should be private and half public. 

Mr. Duuon. I think that is a fair criticism, but this was a report 
drawn up by a committee of about 10 different businessmen who had 
differing views. There was a certain amount of compromise to get 
an agreed document which they would all approve. I think that prob- 
ably is the reason for some of those inconsistencies. 

Mrs. Keity. They are outstanding businessmen. Henry Alexan- 
der, Philip Reed, J. P. Morgan, and the chairman of General Electric, 
and Columbia Broadcasting. 
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From where and from whom did they get their background mate- 
rial? From you? 

Mr. Duon. Their information ? 

Mrs. Ketxy. Yes. 

Mr. Ditton. They got a great deal of their information from the 
government, yes. We gave them basic information. They had a lot 
of direct knowledge of their own. These were men who had long 
experience, either directly with foreign operations themselves, of 
their own businesses, or in banking. Many of their clients also had 
foreign operations. 

Mrs. Ketuy. That being the case, from experience, then, you would 
think that their report would not have been so contradictory. 

Mr. Ditton. Some of them thought it was very sound. The ma- 
jority did. 
Mis. Ketty. From what source did India receive its aid prior to 
the Development Loan Fund? Was that the mutual security for its 
first 5-year plan? 

Mr. Ditton. The Indians received aid in their first 5-year plan 
from development assistance and technical cooperation funds under 
the mutual security program and from the World Bank. They also 
received a wheat loan from the United States. In addition, there was 
Colombo plan aid from Canada, the United Kingdom, Australia, 
and New Zealand. But they financed the bulk of the plan with their 
own funds. When they got into their second plan when business con- 
ditions turned down a bit in the world, they found themselves in need 
of rather substantial external financing, financing amounting to 
somewhere between 20 to 25 percent of the cost of the total second 


5-year plan. 

Mrs. ELLY. Where did they get their money for the first 5-year 
plan? Do you know? Did they get any from the United States? 

Mr. Driton. From our mutual security funds and a wheat loan. 

Mrs. Key. rg got a lot of grant aid promised, didn’t they? I 
am sure they did. I understand they received over $400 million for 
the 5-year plan. 

Mr. Driton. We can give you the facts on this. 

Mr. Zasiocki. We have had other aid programs in addition to Pub- 
lic Law 480. For example, the wheat loan and wheat grant aid pro- 

ms. 

I believe Mrs. Kelly would like to have the total that India has re- 
ceived as of now. I would like to have not only the total for India, 
but for all countries. The totals to include all programs. 

Mr. Ditton. We will give that figure to you for the record. 

: The “alae pertaining to U.S. assistance to India, is. as 
ollows: 
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United States assistance to India 



























































{In millions of dollars] 
Aid author- 
Aid provided) ized or com- 
for Ist 5 mitted fiscal 
ear plan year 1957 
year through Total 
1952 through | fiscal year 
fiscal year 1959 for 
1956 5 
year plan! 
Mutual security program: 
Asian economic development_. $20.0 $20.0 
CPS THIN OF hi cccccnckscbacdopsrtccedasdguenliniizeneapacee 175.0 175.0 
Other mutual security. $329. 4 297.8 427.2 
Subtotal mutual security program... 329. 4 292.8 622.2 
Public Law 480: 
Tithe ES. caste - an & 664. 2 664. 2 
v; «3 Sor eG 3.5 1.4 4.9 
WIENS Gb, cuba nticgdcahee desl inesteebobicwscumabnbas 40.6 24. 6 65. 2 
OPS, . .nctscenenecenabdatecténtnd “ 4.6 4.6 
Subtotal Public Law 480. 44.1 694.8 738.9 
Wheat loan_............ 4 gg, Ch 189.7 
Ce an tt Tea eee ee 
a ERE - 151.8 151.8 
Total U.S. Government aid 568. 2 1, 139.4 1, 707.6 














1 Tentative; subject to adjustment. 

2 Includes portion of malaria eradication earmarked for India, 

3 Sales agreements signed through Dec. 31, 1958. Of this amount $473.6 million is planned to be loaned 
or granted to India for economic assistance. 

4 Authorizations at CCC costs. 

5 Market value of shipments. 

$ Value 3d country currencies to be made available to India for economic assistance. 

7™“Up to $5,000,000 of interest payments on the wheat loan will be made available to India for educational 
purposes.’ 


Mrs. Ketiy. What realistic part does the Export-Import Bank 
take, or the World Bank play, in the Development Loan Fund? 

Mr. Ditton. The main role for the Export-Import Bank and the 
World Bank is through their collaboration and coordination with 
the Development Loan Fund. 

Mrs. Ketiy. The studying of the loans? 

Mr. Ditton. They always study them very carefully. 

Mrs. Ketxiy. Isn’t it true then they take the sound ones and the De- 
velopment Loan Fund gets those which are actually grants? 

Mr. Ditton. No, we don’t think there is any difference in the sound- 
ness of the projects. The difference is in the ability of the country 
to repay in dollars rather than in the technical par, Hal of the par- 
ticular project. 

Chairman Morean. The gentlewoman’s time has expired. 

Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, you have before you the letter from our colleague, 
Mr. Passman, to which Mr. Chiperfield referred ? 

Mr. Diriton. I have not had time to read the letter, but I have a 
table here before me, yes. 

Mr. Mrrrow. I refer to paragraph 4 in this letter which states: 

I should like to point out the amount of foreign aid funds available in all 
categories on July 1, 1958, the first day of the present fiscal year. I quote 


verbatim from information furnished by the Office of Business Economics, U.S. 
Department of Commerce, and published by the Library of Congress: “Thus, 
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the carryover funds of 9.5 billions, plus new funds of 6.1 billions, provided an 
estimated availability of 15.6 billions for foreign aid during fiscal year 1959.” 

I wondered if you would be willing to comment on that. 

Mr. Ditton. Well, since I have not seen the report as yet and don’t 
have it before me, I don’t know what funds they are talking about. I 
can comment on this: They talk about new funds of $6.1 billion and 
as this committee is well aware, the Congress last year voted new funds 
of $3,298 million for the mutual security program. 

Where the other roughly $3 billion comes from, I don’t know, 
Maybe they added in there the authorization for Public Law 480 that 
was passed by the last Congress, which was a rather large authoriza- 
tion. They may have added in the expansion of the Export-Import 
Bank last year. I have no idea what makes up that extra $6.1 billion, 

Mr. Merrow. I wonder if you would devote attention to that and 
present the committee and explanation of those amounts? 

It indicates that the $15.6 billion available beginning with the pres- 
ent fiscal year—I would like to know how that is made up. 

Mr. Ditton. The next paragraph indicates that maybe that figure 
also includes the figures for overseas military construction for our own 
Armed Forces, so it obviously includes a great many things that are 
not ordinarily called foreign aid. 

Mr. Merrow. It would include many other items, would it not? 

Mr. Ditton. Yes, sir. 

Mr. Merrow. I think you have given a very adequate explanation 
and have emphasized the necessity of doing something about the 
Development Loan Fund. 

If the appropriation is not increased, then is it an exaggeration 
to say that the operation of the Fund will be practically paralyzed? 

Mr. Ditton. Yes. It will stop operating. 

Mr. Merrow. It will stop operating, will it not ? 

Mr. Ditton. That is right. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Morean. Mr. Hays. 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. Secretary, this bill presents to the committee $2,435 million for 
the military ; is that correct ? 

Mr. Ditton. You are adding the defense support in with the mili- 
tary assistance ? 

Mr. Hays. Yes. 

Then they are asking for $200 million in the emergency fund, the 
contingency fund, and what is the President asking for in the Presi- 
dent’s special fund? I don’t find that. 

Mr. Drt10on. That is what the contingency fund is. 

Mr. Hays. What about this special assistance fund ? 

Mr. Ditton. Special assistance is the same kind of funds that we 
use for defense support. It is for the same purposes, but it goes to 
countries where we do not support large-scale military establishments. 

Mr. Hays. What isthe amount of that? 

Mr. Ditton. I think it is $272 million. 

Mr. Hays. Roughly then there is about $2.9 billion of this that 
could conceivably go to military support. In the President’s fund 
and the other it could be either one, but the maximum could go to 
military support. 
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Now the Development Loan Fund and related funds are used, as I 
understand it, to build up the economic viability of these countries; 
is that correct ¢ 

Mr. Dron. That is correct. 

Mr. Hays. And that is rather an emergency; is that right? 

Mr. Ditton. That is a continuing emergency need in this area 
to have some progress in their development, or some hope of progress. 

Mr. Hays. Tf you can believe what the Communist leaders say, that 
their fight is going to be made the economic front—now I think you 
are enough of a realist to know that this bill is going to have some 
funds cut out of it before it ever gets through Congress. If it does 
not it will be the first time, an I will be willing to wager 

“rt Curtis. Mr. Chairman, we cannot hear down at this end of the 
table. 

Chairman Morean. Will the gentleman please get closer to the 
microphone ? 

Mr. Hays. Faced with the fact that money will be taken out of 
this bill, do you think it will be more important to have the economic 
assistance funds remain relatively untouched and take that money 
out of the military and the defense support ? 

I realize that is a very hard proposition to face, but I am of the 
opinion—and this is a leading question—that it is more important 
to leave the economic relatively alone and if we are going to win 
this fight that we have to concentrate on that area. 

I wonder if you would like to address yourself to that proposition ? 

Mr. Dron. In general I would agree that economic aid funds in 
underdeveloped countries are more important than military funds. 

I would like to say one thing, though, to qualify one thing that 
has been said, and that is that funds that go for defense support 
are basically designed to aid the economies of these countries who 
happen to have these big military establishments and unless there 
are adequate funds there you are apt to get serious inflation, serious 
fiscal dislocations in these countries, which would make it hard to 
have worthwhile development programs in them at the same time. 

So there is an economic need for defense support. It isn’t purely 
military because we can’t just wish away these armies that are there. 
The burden is on those countries and it will take a while to reduce it 
even if we goat it very rapidly. 

Mr. Hays. I understand that, but faced with this very realistic 

roblem of having to give up funds some place, it seems to me that 
it is more important to concentrate on strengthening the economic 
viability of these nations so that the Communists can’t appeal to the 
masses and say, “If you will come over to our side we can give you a 
better way of life” than it is to load them up with a lot of military 
hardware that, if they use at all, they very well may use against their 
own people or against each other in the area, or even perhaps against us. 

For instance, in the case of Iraq, and this is a sort of a post mortem, 
it seems to me that if we had pushed the economic side of the program 
there, pushed the land redistribution, pushed the irrigation projects 
and given some indication that we were on the move there, that we 
might have had a friendly government still there, but the reason it 
was overthrown, as I see it, was because the appeal was made to the 

ople that nothing was being done to improve their standards of 
iving. Do youagree with that? 
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Mr. Diton. I certainly agree that economic viability is our No. 1 

objective in this whee in these underdeveloped countries and it is 
more important than any other objective. 
' I do think we do need security in some of these countries and the 
| military assistance which is needed to provide that security is a real 
necessity, but certainly you have put your finger on the key battle 
now, which is the economic viability of these countries. 

Mr. Hays. That is all, Mr. Chairman. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

First I want to express my appreciation and commendation to Sec- 
retary Dillon and Mr. McIntosh for the very effective, businesslike, 
and successful way in which they have carried on this program. 

You have had the experience of those who have gone before to 
guide you, to be sure, but I think that the fund has moved along bet- 
ter than we had a right to expect in achieving the exact objectives 
we had in mind when we set it up; to give some continuity to this loan 

rogram, and to give loans not to governments in general, but to give 
oans for specific projects where there was a reasonable prospect of 
their pata: aera to the economy of the countries. 

The question I would like to ask is: Is it possible to transfer into 
the Development Loan Fund moneys either in the pipeline or appro- 

riated now or to be appropriated for other titles or sections of this 
utual Security Act? 

Mr. Ditton. No, sir, that is specifically prohibited by law. 

Mr. Jupp. No matter how much is in the pipeline for military assist- 
ance or even if we give them $1.6 billion new money as requested for 
the next fiscal year, none of that can be used for the Development 
Loan Fund activities? 

Mr. Ditton. No. The President’s transfer authority is by law— 
it specifically does not apply to the Development Loan Fund. 

Mr. Jupp. And the same is true for defense support which is eco- 
nomic aid to countries to whom we are giving military assistance. 
None of that can be transferred into the eodeemanh Loan Fund? 

Mr. Ditton. Nothing can be transferred into the Development 
Loan Fund. 

Mr. Jupp. The special assistance economic aid which goes to coun- 
tries where we don’t have military agreements, none of that can be 
transferred into the Development Loan Fund ? 

Mr. Ditton. That is correct. 

Mr. Jupp. And the contingency fund—there is nothing in it at the 
moment, but if there were, is it or is it not ible for the Presi- 
— use that to increase the capital of the Development Loan 

un 

Mr. Drt1o0n. It is not possible. 

Mr. Jupp. I wanted to have that on the record because some have 
claimed that there is lying around idle some $16 billion, $9 billion, all 
sorts of figures, that the President could use in the Development 
Loan Fund in place of this amount requested by him. 

Questions are frequently brought to us like this, “You fellows on 
the Foreign Affairs Committee say, ‘We should give money as loans.’ 
All right, we will give money for loans, but have you cut down the 
amounts for grants ?” 
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Have there been reductions in the amount of funds given as grants 
for economic purposes, as the Development Loan Fund has increased 
the amounts given as long-term loans 

Mr. Ditxo0n. I have figures which show that between fiscal 1957 and 
1958 funds used for grants decreased by something over $100 million. 
Also, as the Development Loan Fund became more active, this may be 
an interesting figure, the percentage of our economic aid that went in 
the form of loans was 24 percent in 1957 and in 1958 it was 27 percent 
and in 1959, the way we are running, it will be 34 percent, so it is a 
steady increase in the loan component. 

Mr. Jupp. I have some figures that our staff dug out for development 
assistance which was a predecessor category. In 1955, $129 million 
went for grants and $55 million for loans. 

In 1957, $50 million for grants—that is down $79 million—and $200 
million for loans, which is up $145 million. Of course, in 1958, noth- 
ing was given as grants in the economic development field. The total 
that we made available last year was for loans. 

Mr. Dion. That is right. 

Mr. Jupp. So we can show that development loans are not just added 
on to grants, but there is a definite shift. We give less for grants as 
we give more for loans which is better for the recipient and better for 
the American taxpayer. 

Mr. Ditton. That is right. 

Mr. Jupp. One more question, If I may. 

Have you any estimate or information as to what percentage of the 
loans that are being made by the fund is repayable in dollars ? 

Mr. Ditton. About 20 percent are repayable in dollars. 

Mr. Jupp. I am glad to hear that because in the beginning there was 
talk that all of these would be loans from which we would never 
recover anything. 

That is all I have time for, I guess, Mr. Chairman. 

Chairman Morean. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, was the development loan program for fiscal year 
1959 set up on the basis of the amount appropriated by the Con 
or was it set up on the basis of the amount the administration coul 
process in an orderly manner during the fiscal year? 

Mr. Diixon. It was set up on the basis of what the Development 
Loan Fund could process in an orderly manner. That was an impor- 
tant decision and the decision on that was taken directly to the Presi- 
dent and relying on the fact that a number of members of the confer- 
ence on the appropriations bill last year indicated that they thought 
there were not adequate funds for the Development Loan Fund and 
indicated that the committees would give sympathetic consideration 
to a request for additional funds should it prove necessary. The Pres- 
ident. directed we proceed in an orderly fashion and if we used up the 
funds we would rely:on the hope of. getting a supplemental appro- 
priation. 

I think we should bear in mind that at the time last summer this 
bill was being considered, the Development. Loan Fund had only been 
in business a very short time and there was a very real question in the 
minds of the Appropriations Committee, which was a very justified 
question, as to whether the Development Loan Fund would be able to 
obligate funds at the rate that we had thought we would. 
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When it was first proposed we had asked for $500 million and—that 
was in fiscal year 1958 and we had been given only 300 and in that year 
it turned out we were only able to obligate about 300—a little less than 


the 300. So actually we hadn’t done quite as well in fiscal 1958 as we 


had expected because it had taken us longer to get into operation. 

In fiscal 1959 the committee adopted the conservative view we again 
couldn’t do as well and it has turned out we were able to do about 
what we expected. 

Mr. Sexpen. In the 1960 request you have asked for $700 million. 

Now, let’s suppose that Congress fails to authorize and appropriate 
that much. Will your program for next year be set up on the basis of 
the amount Congress appropriates, on the amount that was requested, 
or on the amount that can be processed during the next fiscal year ? 

Mr. Ditton. I would answer that this way: It would depend some- 
what on the circumstances at the time, but if there didn’t seem to be 
a special circumstance like last year where there was indication that 
a supplemental request would be welcomed, we would naturally try 
to gear the speed of our operations to the amount of funds that the 
Congress had made available. Because, running along and starting 
and stopping is certainly not a good procedure businesswise or foreign 
policy wise. 

Mr. Setpen. Can I assume then that your program would have been 
geared that way this year had you not been encouraged by the Appro- 
pristeons Committee as to the possibility of a supplemental appropria- 
tion ? 

Mr. Ditton. That is correct, and that decision of the President was 
reflected immediately in September when they put out the semiannual 
report of the Bureau of the Budget and indicated there would be a 
supplementary request for the Development Loan Fund at that time. 

Mr. Hays. Would the gentleman yield? 

Mr. Setpen. I will be happy to yield. 

Mr. Hays. Mr. Dillon, there has been a lot of comment around the 
Hill here that on this military appropriation the amount of money 
that is granted, actually the goods that are delivered in many cases, 
are surplus to our military needs, but that they are charged off at full 
price, whereas if the military had to dispose of them in the regular 
way, as surplus property, they might realize 10 or 20 cents on the 
dollar. Do you know anything about that? 

Mr. Dixon. Well, I do know that there has been a good deal of 
criticism of that. I do know that the Defense Department has adopted 
new procedures in the past year or two to bring costs of items of the 
mutual security program down to what is considered to be a fair 
and reasonable cost. 

They originally used to put them in as replacement costs which 
was away above what they were worth. 

Mr. Hays. If it was at actual cost, the same amount of money would 
deliver a different amount of goods; is that right? 

Mr. Ditton. I think that has taken place. I would prefer to have 
one of the Defense witnesses answer in detail, but I believe that has 
been remedied. That was a criticism a year or twoago. 

Mr. Hays. Thank you. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. I would like to compliment Secretary Dillon on a very 
fine statement and for the work he is doing in his present capacity. 
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Likewise, I would like to compliment Dempster McIntosh, head of 
the Development Loan Fund, as well as Hart Perry, the Deputy 
Managing Director, for their competent work and their accomplish- 
ments to date. . 

I have followed the development loan agency closely and have 
watched the progress. As a former banking counsel myself, I think it 
is excellently run. It is something that we should have full con- 
fidence in and give them the full amount of money. 

Now, in contradiction to that position, I want to oppose strenuously 
the International Finance Corporation which is a subsidiary of the 
International Bank for Reconstruction and Development, and I oppose 
our U.S. participation in it. 

I feel that our U.S. investment of $35,168,000 in that institution is 
a waste and that we should not either expand our U.S. capital contribu- 
tion, or initiate any expansion of capital of the IFC itself. 

The reason I say that is this: The porpess of the U.S. Development 
Loan Fund, is always to carry out U.S. foreign policy; is that not 
right ? 

Mr. Dion. That is correct; yes, sir. 

Mr. Fuuron. I opposed the formation of the International Finance 
Corporation, in 1954 at the Rio Economic Conference in Brazil where 
it was proposed by George Humphrey, then Secretary of the Treasury, 
Under the IFC charter there can be no foreign policy of any country 
prrpess inany loan. It is especially restricted under section 9, article 
3 of the IFC charter that economic considerations alone shall be 
relevant to the decisions of the International Finance Corporation. 

That means that there is no possibility of a choice as to which are 
the best strategic areas to develop in these many underdeveloped 
areas, but it must be made solely by this Board of the IFC, on the 
basis of economic considerations; is that not right? 

Mr. Ditton. I understand that is the policy of the IFC; yes, sir. 

Mr. Futton. That, to me, is a tremendous defect because, compared 
to the Development Loan Corporation, the IFC is an expensive and 
delayed operation and it is not really in effective operation yet. It has 
taken a long time to get into existence and I believe that the expenses 
of management are greatly disproportionate to those of the Develop- 
ment Loan Fund. 

At this point in the record, could I have you supply for me, Mr. 
McIntosh, the difference in expenses of operating, administration ex- 
penses of the two funds, and also the differences in handling the loans 
and also the period of time? 
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(The information requested is as follows :) 


CoMPARATIVE IFC-—DLF Data 


Summary data on administrative expenses, loan commitments and loan dis- 
bursement of the IFC and DLF are given below. The data covers the first full 
year of operations of the two organizations; i.e., fiscal year 1958 for the IFO 
and fiscal year 1959 for the DLF. 


International Finance Corporation (fiscal year 1958) : 




















Administrative expenses $1, 149, 445 
Loan commitments 7, 947, 000 
Loan disbursements__....-..-- 8, 317, 000 
Development Loan Fund (fiscal year 1959) : 
Administrative expenses (total limitations) 1, 250, 000 
Loan commitments (through Mar. 20, 1959) * 430, 270, 000 
Obligations for loans (through Mar. 20, 1959) * 372, 206, 000 
Loan disbursements (through Mar. 20, 1959) * 25, 489, 000 





1This amount, together with $267,636,000 in fiscal year 1958 loan commitments, makes 
$697,906,000 in total DLF commitments. 

2 Excludes fiscal year 1958 obligations of $102,100,000. ‘The full-year estimate for fiscal 
year 1959 is $499,750,000. 

® Excludes fiscal year 1958 disbursements of $1,500,000. The full-year estimate for 
fiscal year 1959 is $100 million. 


Mr. Fuuron. Under section 413 of the International Cooperation 
Administration Act of last year, we have the guaranteed program. 
That is the program which is to help with the development of private 
trade abroad, and also to assist our U.S. investors, as well as help 
underdeveloped countries. 

My suggestion is, first, that the guarantee program contracts be 
widened to insure investors against losses of internal disorder, riot, and 
civil unrest. 

Secondly, I would recommend that the guarantee program be broad- 
ened to include the subsidiaries of American corporations operating in 
foreign countries, even when they are incorporated in the local foreign 
country. 

Thirdly, I would recommend that it be widened to include the par- 
ticipation of American investors, possibly on a 50-50 basis, with local 
investors. 

I wish you would consider those three recommendations. 

My next recommendation is that the guarantee loan program be 
moved in full to the Development Loan Fund because it is for the 
same pur , only using a different means. ) 

I would like to have you people survey that subject, tell us how to 
do it, and I would be very glad to sponsor an amendment. I would 
appreciate it i* you will put that in the record. I will give back the 
balance of my time. Thank you. 

Chairman ‘forean. Mr. Pilcher. 

Mr. Prrosier. Mr. Secretary, the Soviets have always called us im- 
perial capitalists and have disagreed with our free enterprise system, 
whereas theirs is government-owned and a government operation. 

Now, aren’t we in lots of these underdeveloped countries, with the 
mutual security program, helping form the same kind of government 
in some of these countries that the Soviets have; that is, direct 
government-owned, government-controlled, government-operated— 
especially some of the underdeveloped countries ? 

r. Ditton. No, sir, I don’t think we are helping form the same 
governments that the Soviets believe in at all. 
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One mark of similarity might be the fact that there is government 
ownership of certain things, such as utilities, but there is a large scale 

vernment ownership of utilities even in this country. 

Abroad there is government ownership of railroads, because private 
capital no longer is very interested in building new railroads; govern- 
ment ownership of such things as ports, but we have port authorities 
in this country. 

Mr. Piutcuer. I am not talking about that. I can name you dozens 
of them. Well, take Laos, for instance. Isn’t it true that the Minister 
of oe dy wife had the only pharmaceutical business there was in 
Laos 

Isn’t it true that she was the only one who could get a license to 
import pharmaceuticals ? 

Now, I don’t go in for that kind of demagoguery, but it istrue. That 
is in the record and it can be proven. You can find things like that 
all over the world. 

Now, we all recognize that one of the most dangerous weapons cur- 
rently being employed by the Soviets to gain world domination is the 
use of international trade to achieve their objective through economic 
means. 

If the United States is to effectively meet this Soviet objective, it 
must be prepared to utilize international trade as an instrument of 
our national policy. 

Since our mutual security programs have not won friends and in- 
fluenced people, the economy in underdeveloped countries have not ap- 
preciably changed. 

Don’t you think the establishment of a U.S. world government cor- 
ong to promote and increase the flow of private capital from the 

nited States to economically sound enterprise in other areas would 
reduce our foreign aid? 

Mr. Ditton. We are trying to do everything we can, Mr. Pilcher, 
to increase the flow of American private capital abroad and anything 
that would help doing that we would favor. We are about to submit 
a very detailed report on that subject to the Congress in accordance 
with section 413 last year, because we feel that the help of private 
ae is needed because government aid can’t carry the whole 

ing. 

I vinta like to say one thing about that situation in Laos. Asa 
result of what we have been able to do, largely through the mutual 
security program, there has been a new government installed in that 
country ; they have devalued their currency ; they have done away with 
exchange controls so there is a total free market just like there is here 
in the United States. 

The Communists who were in the government a year ago have been 
ejected from the government, and the Communist Party is losing » 
lot of its membership and the situation in that country is better than 
it has been at any time since the end of the Indochina war. 

Mr. Pricuer. Now, we had about $2,200 million in foreign currency 
on hand as of June 30th. 

It was stated it was becoming increasingly difficult to meet the provi- 
sion of the law that states the Mutual Security Agency is er. ane to 
use at least $175 million each year to finance the export and sale of 
surplus agricultural commodities. 
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Does this mean that with the help we have given to some of these 
countries, we are now faced with the possibility of having our own 
farmers placed under more strict rules of production ? 

Mr. Ditton. No, sir; I don’t think so. 

Mr. Pucuer. I notice as of January 1 foreign government. agencies 
had on deposit in this country between $8 and $9 billion. 

Foreign banks and foreign citizens had on deposit approximatel 
$6 billion—about $14.5 billion, which is subject to withdrawal in gold. 
Now, that is 70 percent of our total gold reserve. 

Today our U.S. gold ratio to our own currency is the lowest it has 
been since 1933. The United States comprises on 6 percent of the 
world’s population. 

Our present debt is greater than all the public debts of the world 
combined. Assuming this program is good, how long can our econ- 
omy stand that? Every witness who has been before this committee 
has said they can see no foreseeable end to it. 

How long can the taxpayers of this country stand that? 

Mr. Dion. I look on this program as an investment in our future 
and our national security where, taking the whole program, we are 
putting out something less than 1 percent of our gross national 
product a year. 

If we did not have this program, I am certain that the costs to the 
United States in 2 or 3 years would be anywhere from 10 to 15 times 
as much in national defense costs that we would have to carry out 
because of the isolation we would find ourselves in in the world. 

Mr. Prrcuer. I would like to support anything that will help the 
little people or will help combat communism. Such as health, educa- 
tion, transfer of students, technical assistance. But can’t the Ameri- 
can businessman, can’t the Government through business do the job 
better than we are doing as far as economic aid is concerned ? 

I know a program like this can’t be operated without graft and 
waste, but there is nobody better qualified to fight an economic war 
than the American businessman. I think they are better qualified 
than our diplomats, and I think our diplomats are better qualified 
for some things than American businessmen. 

But I think we are bungling things in some places very badly. 

That is all, Mr. Chairman. 


Chairman Morgan. The Chair wants to announce there has been a 


quorum call and we will try to proceed at least until the second bell 


ae Church. 


Mrs, Cuurcu. I would like to thank the Secretary and Mr. Mc- 
Intosh for very good statements. I have heard both statements and 
I think that the explanation given will be most helpful in explaining 
the subject to other Members of the House. 

As I understand, the immediate emergency concerns the bill com- 
ing on the floor this afternoon. You sought $225 million for the 
Development Loan Fund, and the subcommittee had granted only 
$100 million. 

I understand the entire Subcommittee on Appropriations refused 
any help at all. 

- Am T Goctect that you had planned your program for the year in 
anticipation of a supplementary appropriation, on which there had 
been some understanding ? | 
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Mr. Dixon. I would say we planned it with the hope of a supple- 
mentary because the andacntnatinn was simply that there wes be 
systematic consideration of this by the Appropriations Committee. 

Mrs. Cuurcu. I think that there is perhaps one more figure that we 
need in contrasting your statement as regards the available funds 
and those said to be available in the statement sent to every Member 
of Congress this morning by Mr. Passman. 

I believe that you said that Mr. Passman’s figures with regard to 
the total obligations of February 28, 1959, being £109,300,000, referred 
only to those commitments which had been definitely agreed upon 
and signed. 

I imagine that someone on the floor this afternoon may make the 
point or attempt to make the point that the obligation expressed by 
you of $698 million means an obligation has been made of the addi- 
tional amount during February 28 to March 20. I wonder if you 
would let me have, if you can, a statement of the actual amount which 
would have been obligated, even if no commitments had been defi- 
nitely signed as of February 28, 1959 ? 

Mr. Ditton. Yes, we could give you that figure. As of February 
28 it was something like $684 million. 

Mrs. Cuurcu. That presents, you see, a very different picture. 

I know that you are asking for $700 million additional authoriza- 
tion in the new bill for the next fiscal year. As I remember it, you 
already have standing a total of $425 million previously authorized. 
I imagine that you may succeed in reducing that authorization and 
appropriation by the end of today, but I wonder if you really need 
the full amount in addition to the $425 million on the books? 

Mr. Dutton. I think what we really need, Mrs. Church, is authoriza- 
tion for the appropriation of $700 million in the next fiscal year. 
Whether that can in some fashion be combined with the existing au- 
thorizations, if that could be done that would be perfectly satisfactory 
because what we need is the ability to obtain $700 million next year. 
Not more than $700 million. 

Mrs. Cuurcu. Do I understand you would then not object to taking 
a $425 million figure from the $700 million and asking for only the 
additional amount to make up to the $700 million ? 

Mr. Ditton. Well, whatever we get from the point of view of a 
supplemental appropriation would, of course, reduce that. 

rs. CuurcH. I wonder if you would speak—I have an a few min- 
utes before I have to go answer the quorum call, myself—on how the 
interest is determined. The report of Mr. McIntosh says that Guate- 
mala was paying on a 12-year repayable in U.S. dollar loan, 534 
percent interest. 

Is there a uniform rate of interest or is it meted out according to 
the capacity of the country to pay it? 

Mr. Ditton. We have two general rates of interest. One of them 
is rate of interest on what we call economic overhead projects, such as 
irrigation projects, port developments, transportation, roads, things of 
that nature. The other is the rate of interest on direct profit-earning 
types of commercial operations. 

n that latter case we charge the same rate of interest as the Export- 
Import Bank charges. 
he reason for that is that that type of loan seems more directly 
competitive with the type of loan the Export-Import Bank makes and 
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it was felt that we should not charge a lower rate than they did for 
that type of thing. 

Now, the Guatemala thing is a commercial venture in growing rub- 
ber, which should be very profitable, so it was felt that the Export- 
Import Bank, which happened to be 534 percent, was the correct one, 

Mire: Cuurcn. Thank you, Mr. Chairman. 

Chairman Moroan. Mr. O'Hara. ; 

Mr. O’Hara. Have we time to proceed further, Mr. Chairman ? 

Chairman Moraan, I think we can continue for 5 minutes, Mr. 
O’Hara, if you want to proceed. 

Mr. O'Hara. Mr. Secretary, I would like this made crystal clear: 
That through the Development Loan Fund in each of the countries 
where we are making loans there would be built up a revolving fund 
in local currencies. 

Is that your thought, Mr. Secretary, that that objective can be 
reached ? 

Mr. Ditton. Yes, there would be a revolving fund in local curren- 
cies in each of these countries where we are operating. 

Mr. O’Hara. So it would operate this way: The original loan is 
made. Repayments are made in local currency and as that local cur- 
rency would accumulate, it would be put out in further loans in that 
country where the money could be used in building up local enter- 
prises, paying local labor and for materials bought in that country ? 

r. Ditton. That is correct. 

Mr. O’Hara. That is the objective that you definitely see? 

Mr. Ditton. That is correct. 

Mr. O’Hara. I made the statement on the floor of the House in my 
enthusiastic support of this program and some question was raised 
that it would not work that way. 

I appreciate the definite statement from you that that is the objec- 
tive that you think can be reached. 

Mr. Dixon. It is. There will, of course, be a need, a continuing 
need for some time, for foreign exchange to make purchases of things 
outside of a country that aren’t produced there, such as heavy ma- 
chinery and things of that sort, but there will be a revolving fund in 
local currency for the purposes which you so well describe. 

Mr. O’Hara. So the American taxpayer can look forward to the 
day when there will be a termination of this program, insofar as we 
have to put American money in it, because local moneys would be 
coming in that could be used in further local developments and that 
would carry on in large part the good work of this program ¢ 

Mr. Drtxon. I thmk it will carry on in substantial part. I can 
foresee that for a considerable time to come, though, there will be a 
need for foreign exchange to bring into these countries the heavy ma- 
chinery, as I said, and things of that nature, which they cannot pro- 
duce themselves for some time to come. 

Mr. O’Hara. Now, one other question. I was a little concerned 
about your statement at page 9 that there was being considered the 

' formation of the International Development Association as an ad- 
junct to the World Bank. 
_ Does that mean that possibly our Development Loan Fund would be 
_ Incorporated ? 
| Mr. Dixon. No, sir. We would, I think, want to maintain our own 
| Development Loan Fund as an instrument of our own foreign policy. 
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The purpose of this other institution, if and when it is created, would 
cant. > be a means of obtaining larger contributions of the other larger 
industrialized countries in this effort. 

Mr. O’Hara. Then we would have four instrumentalities, the Ex- 

ort-Import Bank, the World Bank, and the two Redevelopment 
unds ? 

Mr. Duixon. Yes. 

Mr. Jupp. May L ask one short question ? 

Chairman Morgan. Dr, Judd. 

Mr. Jupp. When you first came up with this proposal 2 years ago, 
the request was for $500 million capital the first year and then $750 
million for each of the succeeding 2 years, a total of $2 billion capital 
to provide the sort of revolving fund that the gentleman from Illinois 
has been talking about. 

Have you changed the estimate of how much you think is needed or 
ought to be provided to make this the sort of agency that will accom- 
plish what we all want it to? 

Mr. Ditton. Well, I think that 1. mg Ree what happens to 
these—particularly with this International Development ia- 
tion—we do intend next year to come up with, as I said, a suggestion 
as far as the Department of State is concerned for long-term financing 
and until we really know how big this International Development As- 
sociation will be, or if it will be at all, it is hard to give you a figure. 
But I am thinking more in the line of a 5-year ailitactsation rather 
than a 3-year. 

Mr. Jupp. But you still are aiming, as far as you see it today, toward 
something like $2 billion, more or less? 

Mr. Ditton. It would probably be more than that. 

Mr. Fuuron. Could ~~ put in the record a statement, if you will, 
please, why you would recommend the International Development 
Association. To some of us the International Finance Corporation 
already is such a fiasco and dilutes American forei olicy so much | 
when the United States gets into that kind of su itary or multi- 
lateral international arrangement, 

Mr. Ditton. We will. 

(The information requested is as follows :) 

The purpose of the IDA would be to supplement lending of the International 
Bank for Reconstruction and Development. The International Bank has found 
that there are many sound projects which it has been unable to support because of 
the limited capacity of the borrowers to service external debt entirely in hard 
currency. If financing for such projects could come from a new institution 
affiliated with the Bank which could make loans repayable wholly or partly in 
softer currencies, projects such as these might well become feasible. The IDA 
could therefore serve a useful role in support of such projects, provided the 
industrial countries, principally the European countries, subscribe substantial 
amounts of usable currencies to the IDA. The IDA, as an affiliate, would be 
administered in close coordination with the IBRD and in fact could participate 
in many loans with the IBRD. 

The National Advisory Council is currently studying ways in which an IDA 
might operate, and informal conversations have been held with other Bank mem- 
bers on this subject. If encouraging conclusions emerge from our studies and 
conversations, we would hope to take more formal steps, together with other 
members, looking to the establishment of such a development association. 

Chairman Morean. Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 12:15 p.m., the committee adjourned, to reconvene 
at 10:30 a. m., Wednesday, March 25, 1959.) 
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MUTUAL SECURITY ACT OF 1959 


WEDNESDAY, MARCH 25, 1959 


Houses or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFrarrs, 
Washington, D.C. 
The committee met at 10:35 a.m., in room 363, House Office Build- 
ing, Hon. Thomas E. Morgan (chairman) presiding. 
hairman Morean. The committee will come to order. This is 
a continuation of the hearings on the mutual security legislation for 
the fiscal year 1960. 
Our witness this morning is the Honorable Leonard J. Saccio, Act- 
ng en ef International Cooperation Administration. 
r. Saccio, you may proceed. 


STATEMENT OF HON. LEONARD J. SACCIO, ACTING DIRECTOR, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Saccro. Mr. Chairman and members of the committee; I am 
appearing before you in support of the Administration’s request for 
a continuation of the legislative authorization of the mutual security 
program for fiscal year 1960 and particularly in support of the parts 
of the program which are administered by the International Coopera- 
tion Administration. In doing so, it will be my endeavor to show: 

(1) Why there is a requirement for $1.3 billion for economic assist- 
ance programs, which includes $835 million in defense meget $272 
million ~ special assistance and $211 million for technical coopera- 
tion; and, 

(2) Why it is fair to conclude that the International Cooperation 
Administration as an agency is making a creditable record in admin- 
istering of funds entrusted to it. 


PROBLEMS WE FACE TODAY 


With your permission, I will introduce my presentation by relatin 
sang the fetader world situations to the program administe 
y , 

The threat to world peace is the most serious issue posed for the 
people of the United States. Some 60 percent of the Federal budget 
presented to this Congress is devoted to implementing the security 
measures to meet the threat to world peace. 

Most of the funds requested, over $43 billion, are to maintain our 
own immediate defenses. The smaller, but equally essential, part of 
these security appropriations, namely, $3.9 billion, is being requested 
to meet the same threat to world peace by increasing the military and 
economic strength of our friends and allies. 
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Recently Secretary Herter has discussed with your committee the 
point that the Sino-Soviet threat of Communist imperialism is only 
one of the three external challenges which the U.S. people must meet 
through action of their Government through the mutual security 
program. ; 

Another challenge facing America is the challenge of an increas- 
ingly interdependent world in which we must look to other nations 
for supplies of raw materials and for expansion of our own markets. 
The security and progress of the United States can no longer be 
separated from that of other nations in previously remote continents. 

The other threat to the free world comes from the danger involved 
if the countries of the free world cannot through noncoercive methods 
somehow meet the rising economic expectations of the great mass of 
peoples of the underdeveloped areas. 

Citizens of the United States are responding to this challenge from 
the underdeveloped world. The peoples in the farthest reaches of 
our globe, in Asia and Africa, are also our neighbors today. 

We stand ready to give a truly friendly helping hand to those 
neighbors who need it—we are prepared, as a part of the moral herit- 
age of our Nation, to directly cooperate with all peoples in the pre- 
vention of disease; we are prepared to give technical assistance to 
help raise the standard of living in the whole of the underdeveloped 
areas; we are helping to build the minimum essentials for starting 
modern education systems and assisting people in their desires to 
build progressive communities. 

The programs we propose represent our considered judgment as 
to how best to use limited available resources to help meet these chal- 
lenges, taking into account our own economic stability. 

These challenges to the United States and free world are found 
in varying degrees in the 58 countries and territories in which ICA 
administers assistance. Some countries need from the U.S. Govern- 
ment only limited amounts of technical and loan assistance in order 
to help them to achieve rates of growth and development that are in 
the free world interest. 

Other countries require substantial economic assistance from us if 
they are not to fall prey to Communist subversion or are to continue 
to make the substantial armed force contribution to the military 
shield of the free world. 

T now turn to a discussion: of the main programs which ICA ad- 
ministers and for which we are requesting $1.3 billion for fiscal year 
1960. In the development of this $1.3 billion economic program, full 
consideration has been given to resources available from our agri- 
cultural surpluses, from other institutions such as the World Bank 
and the Development Loan Fund, as well as the real contribution to 
the achievement to U.S. objectives stemming from the flow of private 
foreign investment to the countries of the free world. 


DEFENSE SUPPORT 


Defense support, as the committee is aware, is that economic assist- 
ance which is required to secure a specific contribution to the com- 
mon defense by another country in which U.S. military assistance is 
helping to support significant military forces. The geographic loca- 
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tion of the .12.defense support countries indicates clearly the need 
for this form of assistance. The need is related to the fact that these 
countries, with the exception of Spain, are directly on the periphery 
of the Sino-Soviet bloc. Their contributions to the free world de- 
fense systems—and in many cases their continued survival as free 
nations—are dependent on substantial economic assistance, 

I have, Mr. Chairman, a chart showing the countries referred to, 
marked in green, and I believe there are smaller copies of this chart 
for your use. 

Chairman Morean. Is that the same chart we have here? 

Mr. Saccto. Yes, sir. 

(The chart referred to follows :) 


MSP-DEFENSE SUPPORT & SPECIAL ASSISTANCE 
PROPOSED PROGRAMS, FY 1960 





MB DEFENSE SUPPORT-$835 MILLION (12 Countries) 


GH = =SPECIAL ASSISTANCE -$272 MILLION (14 Countries, plus Somolic and West Berlin) 
(In addition to countries shown above, 
ore proposed for Bolivia and Haiti.) 


Mr. Saccro. The amount requested—$835 million—represents an 
increase Of some $47 million over the amount now programed for this 
type of aid for fiscal year 1959. It should be noted, however, that it 
will be necessary to allocate an additional sum to this year’s total of 
defense support before the end of the current year. 

It has proven impossible to carry out our defense support require- 
ments with the amounts appropriated and the final level of defense 
support for the current year will be of the same magnitude as that 
being requested for next year. 
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As you examine with our regional directors the economic.situations 
in these 12 countries and the country contributions to the common 
defense, I believe that you will conclude, as we have, that the main 
factors which in the past have given rise to the need for major defense 
support appropriations have not changed. We have done a fairly 
successful job of maintaining the economic stability of these countries 
and eur support continues to be necessary for this stability. De- 
fense burdens assumed by these countries have not lessened in any 
instance and in some cases they have increased. 

The nature of the particular Communist threat each of them faces 
has not lessened in the last 12 months and in some situations it has 
intensified. Korea, Vietnam, and in a sense, Taiwan, remain divided 
countries with a completely insufficient base to provide basic eco- 
nomic needs and at the same time to contribute significantly to the 
common defense of the free world. 

Laos and Cambodia must have substantial economic assistance if 
their independent existence as well as their defense contribution is 
to be maintained. Defense support programs in the Philippines, 
Thailand, Iran, Greece, and Turkey enable the defensive shield 
against the Sino-Soviet threat to be kept unified. 

In the case of Spain, defense support continues to enable the Span- 
ish to contribute a complex of vital air and naval base sites for joint 
use by United States and Spanish forces. 


FUTURE OF DEFENSE SUPPORT 


In the immediate future—in the next few years—unless there is a 
dramatic change in the overall political and military relationships of 
the free world with the Sino-Soviet bloc, there is no reason to believe 
that these costs can be significantly reduced with safety. 

I believe you will agree with me, however much all of us would 
like to see these amounts reduced, the frank assessment of what our 
defense support dollars obtain in countries such as Korea, Vietnam, 
Turkey, Pakistan, and Taiwan continues to lead us to the conclusion 
that these major programs are essential. Provision of defense sup- 
port continues to “ one of the most effective ways that the U.S. Gov- 
ernment has to meet the direct military challenge of the Sino-Soviet 
bloc. Our country has recently witnessed a direct military threat in 
the case of Taiwan. 

The success of the free world and of the Chinese people in meet- 
ing the overt military threat in the Straits is related to the fact that 
in this year and in prior years defense support has been made avail- 
sd in an amount required for the Taiwan economy to support its 

orces. 

Had we not prepared for just this type of an eventuality through 
our support over the past years, the only alternatives would have been 
a costly retreat or direct combat by Americans with the Chinese Com- 
munists—and in almost every way the costs would have been far 
greater. 

Now, as we go forward to meet the challenges being posed. by Russia 
in the present Berlin situation, again where we had the foresight to 
be prepared, there is greater resolution and we have far stronger 
military forces as a direct consequence of past programs of defense 
support in Europe. 
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The designs of the Sino-Soviet bloc to eliminate Vietnam, Korea, 
and Laos as members of the free world have been thwarted in large 
part because of our assistance. 

However, these substantial successes should never lull us into for- 
cetting that the Communists are continuing, as we now see in Berlin, 

os and Iran, to constantly probe and test for possible weak points 
in our defenses. 

SPECIAL ASSISTANCE 


For fiscal year 1960 we are requesting special assistance in the 
amount of $279 million for a variety of purposes, This is approx- 
imately the same total amount as. programed for the present fiscal 
year. This program is designed to meet difficult situations in 15 
countries and West Berlin. 

Under this category of aid we also provide for the major part of 
the financing of such widely diverse activities as. the worldwide 
malaria eradication program and the new private investment incen- 
tive fund. 

As you examine our request for special assistance, region by region, 
I believe you will agree that in these 15 countries and in Berlin, that 
the special U.S. interests are such that an active economic program 
is essential. 

Berlin as a special symbol of freedom under current Soviet pressure 
needs to receive particular economic assistance from the United States 
as one of the concrete demonstrations of our support for this outpost. 

Afghanistan needs help from us if it is to avoid becoming totally 
dependent upon the Soviets, as a result of its efforts to meet the prob- 
lems of poverty and backwardness. 

Yugoslavia needs our aid to maintain its independence from the 
Sino-Soviet bloc. Certain lessons in Yugoslavia stand out for the 
world to see: The strings on Communist aid and their consequences 
are clear—U.S. aid, to the contrary, has clearly promoted national 
independence. 

In Jordan, Tunisia, Morocco, Sudan, and Libya there are a wide 
variety of interrelated strategic political and economic interests that 
necessitate continuation of our programs. The economic situation 
in Bolivia remains a matter for serious concern and additional assist- 
ance will be needed in the coming year. 


INTERNATIONAL HEALTH 


We request $41 million of the special assistance total to continue 
our efforts in the field of health. Through health programs the 
United States demonstrates the concern it has for the well-being of 
the people themselves. 

In addition, they have important economic results essential to the 
development of the countries we are assisting. 

The health programs proposed here include modest funds for com- 
munity water supply and for international medical research as well 
as $35 million for the malaria-eradication program. 

Fiscal year 1960 will be the third year—and the peak year in funds 
and effort—in this international attack on malaria. This pro, 
has extended at least partial coverage to more than half the billion 
people who live in areas where malaria is serious. 











212 MUTUAL SECURITY ACT, 1959 


Of the requested $35 million, it is planned to provide $3 million and 
$2 million to the World Health Organization and the Pan-American 
Health Organization, respectively, to support their part in the attack, 
while the balance—$30 million—is planned largely for bilateral pro- 
graming by ICA with some 25 cooperative countries. 

We believe that such wide-scale attacks on preventable disease, 
which are possible at low cost per capita, may produce more imme- 
diate economic gains through converting the sick and half sick to full 
time productive effort, than many of the more obvious forms of 
economic aid. 

The request for special assistance also includes a proposed new 
fund to catalyze increased private investment overseas of which I 
plan to speak later. 

AMERICAN SCHOOLS ABROAD 


Our request also includes a second year of funding of the program 
of assistance to American-sponsored schools abroad. 

One of the fine schools which will be helped under this and other 
programs is the American University in Beirut. The president of 
AUB wrote us after last summer’s trouble in Lebanon that despite 
unsettled conditions, its enrollment was the highest in history—some 
2,400 students—that they had the best student body intellectually that 
they ever had; but that they were crowded and had turned away 
good applicants. 

The ICA programs have contributed to the growth of this influen- 
tial school, and we propose direct help from special assistance funds 
this year and in fiscal year 1960. 


OTHER PROGRAMS 


In the category referred to as Other Programs for which is re- 
1 oe $112 million, ICA is responsible for two activities for which 

nds are requested for next year, namely, the ocean-freight cost 
activity and ICA administrative expenses. 

Our request is for $2.3 million for payment of ocean freight charges 
for shipments of gifts by voluntary U.S. agencies. These gifts—a 
warm and important people-to-people activity—include food and 
clothing and also medicines, hospital supplies, school supplies, hand- 
tools, and other self-help supplies. This does not cover the shipment 
of surplus agriculture products which is under a different bill, where 
about $25 million annually is spent on freight. 

Each $1 of freight paid from ICA funds moves about $15 of these 
essential supplies. 

I wish to give my sincere commendation to the more than 30 U.S. 
voluntary agencies and their overseas staffs who serve such a fine 

urpose. Their dedication is matched by the generosity of the mil- 
Teme of Americans who give through these organizations for overseas 
relief and training. 

We are also requesting $39.5 million for administration of ICA—a 
moderate increase over the current year, pean to strengthen our 
repesentation in key posts in Africa and in Latin America and to 
continue the acceleration of our training and recruitment program. 
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TECHNICAL COOPERATION 


Technical cooperation—for which $211 million is being requested 
for fiscal year 1960—is the area of activity that produces some of our 
most heartening experiences. It is directed toward increasing the rate 
of economic and social growth for men and institutions and is essen- 
tially the longest range program that the U.S. Government has 
abroad, 

Most of the 6,000 American citizens employed abroad under ICA 
programs are engaged in technical cooperation activities. They are 
helping to develop and install new and essential ideas and techniques. 
They are helping to speed the development of basic institutions. 
They are helping to change basic human patterns of activity that have 
existed for centuries—such as in the techniques of cultivation of land 
and the civilization-old inadequacies in health and education stand- 
ards. 

In many countries around the world the success of many other pro- 
grams, including defense support, the Development Loan Fund, and 
special assistance, is in good part dependent upon the technical assist- 
ance programs. 

Of the $211 million requested, $30 million is for the multilateral 
programs administered by the U.N. and $1.5 million for the Organiza- 
tion of the American States. The more than $8 million increase in the 
contribution to the U.N. is for the special United Nations fund. 

One hundred and seventy-nine million dollars will be used to 
finance U.S. bilateral programs in 58 countries and dependent terri- 
tories. This represents a $32 million increase over the bilateral pro- 
gram for the current year. 

The objectives of the technical cooperation programs cannot be 
achieved in the short run nor with a large application of economic 
resources. 

Increasing the ability of people, increasing their technical skills, 
improving their health, advancing their education standards, and 
building the basic institutions necessary for development can only be 
done over long periods of time. 

However, these objectives are, we believe, of paramount impor- 
tance, and can be met with our program of technical cooperation. 
The more we can do in this field, the quicker will the basic objective 
of economic development be accomplished. 

However, there are very real limits to the acceleration of these 
activities. The main limitation is found in the absorptive capacity of 
the participating countries. 

Their lack of skills, and lack of development of governmental and 
nongovernmental organizations preclude faster expansion of this 
program. Also on our side, the expansion of our overseas technical 
corps and our administrative staff can proceed only at about the pres- 
ent rate. 

For most countries there is a projected increase in the level of 
activity in the bilateral program. In Africa, where there is the fer- 
ment and drama of the newly independent countries, the proposed 
technical cooperation program for next year represents an increase of 
more than 40 percent in the programed level for this year. I should 
say that if you add Sudan to what we call Africa, the increase would 
be 60 percent and not 40. 
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I should like to clese this section of my statement with an example 
of a technical cooperation project which illustrates the kind of work 
ICA is doing in this field. 

In Indonesia, under a contract with the University of California, 
a total of 40 University of California professors, organized in medical 
teams of from 2 to 15 persons at any one time, have spent from 1 to 
3 years each working in all fields of study at the Indonesian Medical 
School. Since the initiation of the project in 1954, approximately 
70 Indonesian staff members of the medical school have been sent 
abroad for advanced training, to enable them to fill the jobs tem- 
porarily occupied by the University of California professors. The 
technical cooperation program has provided for the necessary imports 
of laboratory and classroom supplies and equipment, microscopes, in- 
5 “ig sterilizer machines, and so forth, as well as various teaching 
aids. 

The successful operation of the project has called for changes by 
the Indonesians of admission standards, teaching methods, composi- 
tion of the courses, and modification of physical installations. A 
wide area of agreement was established, ag the Indonesians have put 
into operation and carried out the basic recommendations of the Uni- 
versity of California contract team. The Government of Indonesia 
has also contributed to a university building program under which a 
new clinical laboratory has been added and the histology laboratory 
has been renovated. 

Since 1954 a 6-year medical course has been established under the 
contract at the University of Indonesia. The first doctors to com- 
plete the course are scheduled to graduate in June 1959. It is ex- 
pected the first year’s graduating class will provide 100 new doctors; 
in 1960, 135; and from 1961 on there should be 150 new graduate 
doctors annually. 

In the year prior to the initiation of this project, the University of 
Indonesia graduated 30 doctors. Ten years ago it did not even have 
an Indonesian medical instructor. Today the medical faculty is com- 
pletely staffed with Indonesian instructors, many of whom have had 
extensive training in the United States. The significance of this 
progress can be measured by the fact that Indonesia, a country of 87 
million people, only has about 1,200 physicians altogether. Thus, on 
the average there are something like 14 physicians for each million 
people in this important nation. 

his contract dramatically illustrates the long-range approach to 


the basic health problems of the underdeveloped world. Much can: 


and has been done by American organizations to alleviate present 
suffering, but the job of ICA primarily is to solve the basic, longrun 
problem of building health systems for underdeveloped countries. 

Another example of technical cooperation accomplishments is il- 
lustrated in the labor program in the Philippines. This program was 
one of the major components of the U.S. aid program, initiated in 
1951, to help stem the grassroots insurgence dominated by Commu- 
nists and the threatening financial oomanee. 

Among the causes cited for the political and economic problems 
were the extremely low incomes of the majority of the population. 
One of the conditions for U.S. aid was the establishment of a mini- 
mum wage and other measures for improvement of the workers’ 
standard of living. 
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Despite the fact that the Philippines were a practicing democracy 
with a governmental and educational system patterned after our own, 
at the time the U.S. aid program was initiated few labor provisions 
were on the books, and those that there were, were not enforced. The 
so-called trade unions were a hodge-podge of labor groupings, excited 
by self-appointed leaders, Communists, and antiunion representatives 
of some employers, and harassed by violence at the port of Manila and 
other ports of the country. 

With the assistance of U.S. advisers, appropriate labor legislation 
was prepared and later enacted and enforcement facilities have been 
etal lished. The Department of Labor, previously but a token shell 
of an administrative body, has become a highly regarded agency of 
the Government. The minimum wage law, despite bitter opposition, 
was enacted. 

An omnibus labor bill of rights protects labor union organizations 
and provides for orderly settlement of labor-management disputes. 
A workmen’s compensation program and a limited social security law 
are in operation. Most significant is the evolution of a relatively 
responsible active trade union movement. 

ndustrial relations in the country are relatively stable. Most lead- 
ing business firms view relations with unions as an accepted business 
practice. Labor’s participation in the affairs of the country is gen- 
erally taken for granted not only by government and management 
but also by the public. — 

Much credit for this effective industrial stability is attributed to 
the influence of the Labor Education Center of the University of 
the Philippines which is a joint project of the ICA and the Philippine 
Government. The center, since its establishment in 1954 with the 

idance of representatives of the University of Connecticut, has 

me an institution which labor, management, and the public regard 
with confidence as an integral part of the country’s machinery for 
sound labor-management relations, 

The success of the center and of the Philippine labor program can 
be further gaged by the increasing number of requests from other 
South Asian countries to send their nationals for training both at the 
center or for observation of other labor operations. As a consequence 
of such requests and successful international seminars, the center has 
been converted into a regional facility in 1958. 


ADMINISTRATION 


I would like to turn now to the matter of administering the pro- 
a ~ I have been discussing—what it involves, how well it is being 

andled, and how it can be improved. 

I suspect there are few if any private or governmental organiza- 
tions with more difficult and complex tasks than those assigned to the 
International Cooperation Administration. 

ICA is one of the biggest nonmilitary businesses in the world. It 
administers programs under the Mutual Security Act and Public Law 
480 which involve in the neighborhood of about $3 billion a year in 
appropriated dollars, U.S.-owned foreign currencies and foreign cur- 
rency counterpart. 
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It is not only a large but a very diverse operation. ICA is respon- 
sible for commodity import programs carried out through commercial 
trade channels to sustain the economies of foreign countries; for 
financial stabilization programs designed to counteract devastating 
inflation and currency depreciation; for projects for the construction 
of new public facilities and productive plants necessary to economic 
stability or growth; for point 4 demonstration and training activities 
carried out by some 6,000 technicians in 58 countries and territories; 
for providing technical training in the United States or elsewhere for 
some 8,000 to 9,000 foreign participants each year; for an investment 
insurance program now running at a level of about $200 million a year; 
for several hundred million dollars annually of loans of foreign 
currency for development purposes; for the special worldwide pro- 
gram of malaria eradication; and for other programs of that kind. 

These large and diverse operations are carried on in farflung areas 
of the world. Our 6,000 American technicians and administrators 
stationed abroad are working on more than 1,400 projects in 58 differ- 
ent countries and territories—virtually all of them underdeveloped 
areas—some of them so remote that our technicians have been among 
the first Americans to reside in them in any numbers. 

These are cooperative projects carried on in close association with 
the people of the recipient country, and naturally serious administra- 
tive problems arise due to extreme differences in training, experience, 
and tradition. And these problems are compounded where, as is the 
case in our programs, work must be carried out under heavy pressure 
from the pace of world events, and where political urgencies may over- 
ride considerations of careful administration. 

Finally, it should be emphasized that ICA and the private firms 
and organizations working with us are pioneering. These programs 
of foreign assistance are virtually without precedent in the history 
of international relations and government. operations. There have 
been no well-established procedures which we could copy; no large 
reservoirs of people experienced in this kind of work which we could 
draw upon. We have had to develop our own procedures and train 
our own staffs, learning and progressing as we have gained experience 
and adapting to the shift from Europe to the post-Marshall plan 
programs in the underdeveloped areas. 

What I have just said may help to indicate the dimensions and 
difficulties of ICA’s job. At the same time it certainly emphasizes 
the importance of assuring that this job is administered as efficiently 
and effectively as possible. 

The committee, in the face of recent criticisms and disclosures, is 

uite properly concerned with determining how well we are handling 
the job. Wein ICA are just as concerned. 

I think a fair appraisal of our performance to date is the one given 
by the Draper Committee in its interim report issued last week. 
It said: ) 

The administration of this program has been imperfect in some respects. We 
in America are novices at many of the tasks which befall us in our unprece- 
dénted position in world affairs, for in history’s perspective these tasks have oc- 
eupied us for a relatively few years. We have not developed the well trained 
corps of personnel required to carry out such a farflung program with absolute 
efficiency. Some projects have been imperfectly conceived, inadequately planned, 


and poorly executed. On the other hand, most projects have been well conceived 
and successfully carried out. Additionally, we have developed many competent 
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administrators, though it may be years before there are enough such people in 
the program to provide a level of efficiency comparable to that which we see 
in business affairs and in other American endeavors. Meantime, while each 
blunder seemed worth a headline, the successes have made little news. 

There are two important things about this appraisal. The first 
is that we are doing a good job. This I want to confirm from my own 
experience and stress before this committee. It is vital that we not 
lose sight of this fact in looking into particular deficiencies of ad- 
ministration. 

I think in particular that the 6,000 Americans who have gone into 
difficult and often dangerous areas of the world to carry on the vital 
work of these programs, and who almost without exception are giving 
dedicated and effective service to their country in doing so, deserve 
to be reassured that their efforts are not discounted or their personal 
reputations discredited because there have been some mistakes or 
because of the misdeeds of any individual. 

The second important thing about the Draper Committee appraisal 
is that it confirms the need for continuing improvement in the ad- 
ministration of the program. As has been indicated in other recent 
studies of our operations—notably that conducted by the subcommit- 
tee of this committee—this need exists most specifically in that part 
of ICA’s activities which involves project-type assistance. 

A subcommittee under the chairman’s direction has recently issued 
an interim report in which tentative conclusions on three aspects of 
ICA administration were offered for our review and consideration. 

Briefly they refer to— 

(1) the undue tying up of funds in certain projects; 

s 2) the lack of local commercial interest in proposed projects ; 
an 

(3) the possible defect in ICA organization which has led to 
delays in implementation. 

I can spend considerable time in discussing each of these aspects, 
but I shall limit myself at this point to mentioning certain adminis- 
trative changes that have been put into effect in the past year and 
just recently which we hope will avoid the difficulties referred to. 

1. In the past year, after considerable preparation and study, we 
put into effect a much more effective method of preparation, analysis, 
and review of individual country programs to timed as to give both 
the missions in the field and the various offices and agencies in Wash- 
ington more adequate time to do the job properly. 

In the field our missions were required in the course of submitting 
their proposals for fiscal year 1960 to make a conscientious review of 
every aspect of the program from its overall objectives to the details 
of implementation with the participation of each element of the 
country team and with the participation and overall review of the 
Ambassador. 

In Washington the final product from overseas was reviewed by 
the geographic desks of TCA and by the regional bureaus of the 
Department of State and by the ICA technical contract, training and 
personnel offices. The agreements, as well as the disagreements, among 
these reviewers were then presented at formal interagency hearings 
lasting several weeks. 

Mr. James Smith and I peepee actively in these hearings, as 
did the principal officers of ICA and representatives of the Depart- 
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ments of State, Defense, Treasury, and Agriculture, and of the DLF, 
the Bureau of the Budget, the Export-Import Bank and the U.S. 
Information Agency. The results of these hearings, including all 
proposed country aid levels, were discussed with and thoroughly 
reviewed on a country-by-country basis by Mr. Dillon in his capacity 
as Coordinator of Mutual Security. 

During this review of the proposed fiscal year 1960 program, we 
also completed our review of the final plans for the fiscal year 1959 
ak par which resulted in authorizing the implementation of the 

ulk of that program substantially earlier than in previous years. 
Thus, by December 31, 1958, the allotment of funds by ICA in 
Washington was $1 billion as compared with $494 million at the same 
time last year—an improvement of more than 100 percent. 

This minimized the break in the continuity of program implementa- 
tion from one fiscal year to the next, and sate our field missions to 
start firm negotiation of the details of the program and to move 
toward the execution of obligational agreements much earlier than 
in previous years. 

vidence of the improvement which this has brought is the more 
consistent rate of obligation of funds throughout the current fiscal 
year. This year, as of the end of December, obligation of 38 percent 
of funds available to ICA had been recorded as contrasted to 25 percent 
at the same time last year. 

That is graphically depicted in the chart entitled, “ICA Obligations, 
Cumulative of Obligations Through December 31 as Percent of 
Program for Year.” 

There is a difference between project and nonproject because there 
is a considerbale difference in the funds for these two activities. 

(The chart referred to follows:) 


ICA OBLIGATIONS 
CUMULATIVE OBLIGATIONS THROUGH DECEMBER 31 AS PERCENT OF 
PROGRAM FOR YEAR 
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At the same time that we have sharpened and accelerated our pro- 
graming in Washington and in the field, our pipeline shows a decreas- 
ing trend, which is another evidence that our procedures are sounder 
and that funds are not being tied up unduly. 

In addition, in response to the subcommittee’s suggestion, we are 
reviewing with our field missions the feasibility of other devices to 
further minimize the undue tying up of funds. 

I should, however, hesitate to put all of our trust in these improve- 
ments which are essentially procedural. We must leave considerable 
to the judgment of the people in the field and above all recognize that 
in many instances it is better to delay a project than go ahead with 
insufficient knowledge. 

2. As to the second subject of the subcommittee’s report, we are 
moving to staff a new Office of Private Enterprise, the head of which 
will report to the Director of ICA. The major objective of this 
action is to place in one chief official the job of encouraging maximum 
participation of private enterprise in accomplishing the objectives 
of the mutual security program. 

Special emphasis will be given to the encouragement to private 
enterprise and investment by local forces in cooperating countries as 
well as investment by Americans and others in such areas. 

The new office will start on its road with a “going” asset, the invest- 
ment guaranty program and its ICA guaranty staff. This program 
has seen a great burst of interest by American investors—applications 
doubling during last year—with a greater proportional increase in 
applications for guarantee of investments in underdevelo areas. 
In fact there are now over $1 billion in applications pending. This 
opportunity has been capitalized on; $212 million of guaranties were 
issued last year—more than in the total of the 9 prior years in which 
the program has been available to American investors. 

This chart will give you an idea of the progress we have made in 
this activity. 

(The chart referred to follows :) 
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With reference to the specific questions raised by the subcommittee, 
it will be the job of this new office to develop on a country-by-country 
basis an effective program that will involve the participation of local 
private interests as well as investments by Americans and others in 
private sector projects. ty 

In anticipation of this activity, we have proposed under special 
assistance to provide an investment incentive fund of $5 mullion, 
which will be used to accelerate private enterprise activities by con- 
centrating, in a few countries, on development of local enterprise in 
conjunction with external and U.S. private investment and manage- 
ment participation. 

Particular emphasis will be given to local development banks for 
the private sector, industrial districts, local currency lending pro- 
grams, and professional and engineering advice. 

3. At the same time that the Private Enterprise Office was set up, 
ICA also instituted a major change in organization in an attempt to 
meet the dilemma so clearly expressed by the subcommittee. 

In its report, the subcommittee referred to the fact that ICA per- 
sonnel with program responsibility are motivated by the desire to 
advance the development of recipient countries as rapidly as ible 
while, on the other hand, the technical services segment of the ICA 
organization—the engineers, contract negotiators, and various in- 
dustrial specialists—seem to be primarily concerned with avoiding 
errors. 

We ourselves have been seriously concerned with this problem and 
have since last September reviewed numerous suggestions proposed 
by ICA personnel who were requested to submit any ideas that would 
lead to the improvement of our program implementation. 

Last week we took action to place both these divisions of our or- 
ganization under one operating head and assigned to him two capable 
and experienced officials to accomplish two purposes; the first is to 
place in one person full authority to resolve disagreements on a day- 
to-day basis without the intervention of the Director of ICA; and, 
second, to test out various devices of controlling actions and to stream- 
line the organization for greater ultimate efficiency. We are indeed 
hopeful that we will achieve positive results, 

Before closing this section of my statement, I wish to refer to the 
improvements made in the recruitment of technical personnel and 
in the training of both ICA personnel and host country participants, 
a large part of the credit being due to this committee. 

The action of the Congress on the initiative of the committee in 
increasing the technical cooperation appropriation by $8 million 
for fiscal year 1959 has made it possible for us to do a number of 
things toward strengthening our personnel system and our participant 
training program: j 

The planning of activities and the obligations of funds designed 
to fill essential needs not covered in previous years have been per- 
formed with care in the light of the intent of this. committee. AVe 
have screened carefully all requests for these funds to insure their 
use for the pur intended. It appears now that our basic needs 
can be supplied in fiscal year 1959 by the utilization of approximately 
70 percent of the $8 million. That is, about $2.5 million will be 
returned.to the Treasury. 
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However, to continue the improvements inaugurated this year will 
require a slightly increased level of expenditure during 1960 in order 
to maintain adequate programs of language and inservice training. 

As a consequence of the increased resources given us this year, we 
have been able to do a number of things better in the field of recruit- 
ment and training, and the results so far are encouraging. 

Overseas technicians have been increased by 312 during the first 8 
months of this year. This rate is on target to meet the total increase 
projected as required in this year’s program. It also gives us confi- 
dence that we will be able to supply the skilled personnel proposed in 
the program now before you. Our training programs include a 
gratifying large expansion for formal language training from an 
estimated 16 persons in fiscal year 1958 to some 270 this year, with a 
further increase to 470 next year. 

These are persons in full-time language training away from their 
post of duty—hundreds of additional employees are taking language 
study at their post. Great dividends of increasing effectiveness as 
well as mutual understanding can be counted on from these efforts. 

We are also able to report a growing effectiveness in our capacity 
to provide adequate training opportunities in essential skills for na- 
tionals from cooperating countries. Over 8,500 participants will be 
in training in the United States this year under our auspices—an 
increase of nearly 10 percent over the prior year. 

A further increase of about 15 percent to 9,800 is expected during 
the next year. This valuable activity would not be possible without 
the expert services and full cooperation which are provided by other 
Federal agencies, particularly, to name only those who carry the 
greatest volume, the Departments of Agriculture; Commerce; Health, 
Education, and Welfare; Interior; Labor; and the Federal Aviation 
Agency. | 

lan wish to acknowledge for the record our indebtedness to the 
hundreds of American firms, professional associations, universities, 
State and local government agencies, and community groups whose 

articipation has made the study tours of many ICA participants 
both professionally useful and personally rewarding. 

Training of participants'in third countries—that is, in some country 
other than their own or the United States—often is particularly valu- 
able since it may be just enough advanced to be readily assimilated. 
Third-country training was made available to just over 500 parti¢i- 
pants in 1955 and over 2,000 are now handled each year. 

I have put before you the program of ICA—our proposals for 
the future, and our performance. Our proposal is a constituent 
element of the total y axderiven purpose in a troubled world. I be- 
lieve our performance has been effective despite some ee 
but I submit that we must keep the first principle—achievement o 
purpose—in our minds. | 
It is natural for our errors to be publicized and for our satisfactory 
rformances to be taken for granted. But you and I must go be- 
nd the headlines since our respective responsibilities demand that 
we neither overlook nor overemphasize errors; neither overlook nor 
take for granted the satisfactory performance. 

I urge that you view errors in the context of the time and urgency 
in which certain actions were begun, and with recognition of the 
pioneering nature of the actions. 
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I ask that you do review our successful performance in the per- 
spective of time. You will be impressed, as I was, at the achievements 
dencdhtrated by the Republic of China on Taiwan—taking an 8-year 
look. Great advances have been made in agriculture and industry 
while health has been revolutionized. During the period from 1950 
through 1958, it is estimated— 

That gross national product expanded 85 per cent; 

That agricultural production rose 45 percent, including crop 
increase of 35 percent and livestock increase of 100 percent; 

That manufacturing increased 160 percent; 

That electric power, chemical fertilizer, and cotton cloth out- 
put increased 165, percent, 275 percent, and 250 percent 
respectively ; 

That. malaria, which in 1950 afflicted 1.2 million victims, was 
reduced to under 500 by 1957; 

That tuberculosis from 1947 to 1957 was reduced to less than 
one-fifth its earlier incidence. 

These results are a product of the eneray of the Chinese Govern- 
ment and people, a sound U.S. purpose backed by adequate financing, 
and successful administration. 

(The following statement was furnished for the record:) 


NINE YEARS OF THE ECONOMIC PROGRAM IN TAIWAN 


The case of Taiwan shows what can be accomplished in an underdeveloped 
country when U.S. economic assistance is made available on a relatively large 
scale and is effectively used as a supplement to the country’s own resources. 

In the summer of 1950, when hostilities broke out in Korea, the Taiwan 
economy was in a state of near collapse. The island’s productive facilities had 
suffered severe damage during World War II. Nearly all the larger industrial 
plants had been destroyed or badly damaged, and the war-burdened economy 
could not afford most of the necessary repairs. Neither could it afford the 
imports of necessary foodstuffs and raw materials. Irrigation facilities had 
been damaged, and chemical fertilizers, the lifeblood of Taiwan’s intensive 
agriculture, were available in only meager quantities. 

Under these conditions farm production was extremely low and industrial 
output was almost nonexistent. Export earnings were negligible. Inflation 
was rampant, unemployment prevalent, and living standards were at bare 
subsistence levels. 

This dangerous situation was intensified by the influx into Taiwan of some 
1.5 million mainland refugees following the movement of the Chinese Government 
to Taiwan in December 1949. This influx included some 600,000 of the remnants 
of Chinese Nationalist armed forces. The refugees added about 20 percent to 
the Taiwan-born pupulation and exerted increasing pressure on scarce food, 
clothing, and housing. 

Taiwan faced in 1950 the twin tasks of quickly improving its defensive posture 
and increasing the inadequate living standards on the island. Few observers 
at that time gave the country much chance of simultaneous achievement of these 
objectives. 

Yet today, only 9 years after the first assistance programs, these goals have 
been achieved—to a degree beyond the expectations of most observers. With 
U.S. assistance and the industry of its people, the island has been lifted from 
a state of partial paralysis, social dislocation, and economic exhaustion into an 
orderly, productive economy, a nation growing in military security, increasingly 
dedicated to preserving its freedom from the Communist tyranny of the main- 
land, eager to conquer new economic and social goals. 


BACKGROUND FOR PROGRESS 


To begin with, the country was given sustained and substantial help from the 
United States. Approximately $800 million of economic assistance was provided 
to Taiwan during the period July 1950 through Décember 1958. ’ 
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At first, when scarcities of essential commodities were acute, inflation ramp- 
ant, and the economy near collapse, U.S. economic assistance consisted largely 
of raw materials and consumer goods, with only small amounts of funds for 
productive facilities. 

Prior to the initiation of the economic assistance program, prices had risen 
precipitously. It is evident that when prices rise wildly no reasonable business- 
man will make long-term investment. 

The only practical course of action in such a situation is quick speculative 
investment. These, of course, lead in turn to further price rises. 

Thus, the first thing the U.S. programs had to do was to bring an element of 
stability into the situation which would permit the beginnings of economic 
growth. 

Later, as the inflationary situation was brought under control, the local 
production gradually revived, aid program emphasis gradually shifted from 
commodity supplies to capital equipment for industrial development. 

With the help of U.S. economic aid, gross national product (GNP) expanded 
85 percent from 1950 through 1958. During the same period agricultural 
production rose 45 percent, manufacturing 160 percent, and railway freight 
tonnage more than 100 percent. Electric power, chemical fertilizer, and cotton 
eloth output increased 165 percent, 275 percent, and 250 percent, respectively. 
Crop and livestock production rose 35 percent and 100 percent. Most of these 
gains exceeded the striking population increase of 30 percent, and made possible 
a gain of 40 percent in per capital GNP. 

Production increases achieved with the help of U.S. assistance have con- 
tributed to gains in tax revenues and export earnings. In the period 1952-58, 
export earnings increased 37 percent while Government revenues at constant 
prices rose 85 percent. Relative price stability has also been achieved, with the 
wholesale price index rising only about 2 percent in 1958, compared with 90 
percent in 1950. With these developments, the share of Taiwan’s total economic 
roeniceanrnts provided by Taiwan itself has increased, while the U.S. share has 

eclined. 

These production gains were achieved primarily with the help of U.S. funds 
made available prior to fiscal year 1958, when the concept of defense support was 
broader than at present. In those earlier years, defense support funds were 
used in Taiwan to help bring about economic growth designed to enable the local 
economy itself to provide a larger share of its requirements. Under the present 
narrower concept of defense support—to prevent retrogression:of the economy 
and a reduction in living standards—production gains achieved with the help of 
ICA aid beginning in 1958 will be smaller, with reduced amounts of investment 
capital provided from ICA sources. Loan funds being made available from the 
Development Loan Fund are helping maintain the momentum of past production 
gains. 

A few of the activities in which the United States and the Republic of China 
jointly engaged are described illustratively. 

One of the most successful ventures is an organization known as the Joint 
Commission on Rural Reconstruction—the JCRR—which was begun on the 
mainland and subsequently moved to Taiwan. It is governed by five commis- 
sioners, three appointed by the Republic of China and two by the United States, 
and is financed from economic aid funds. 

In the 9 years of its existence on Taiwan, this singularly effective organization 
has supported nearly 3,000 projects in connection with local sponsoring organi- 
zations. These projects have been designed to increase agricultural production 
and improve the level of living of the rural people of Taiwan. 

One of these many projects was to help reforest the extensive areas which had 
been denuded during World War II and immediately afterward, by ruthless 
cutting for military demands and by stripping of grass and trees on the moun- 
tain slopes to meet needs of the rapidly growing population for fuel and for 
farmland. 

JCRR technicians went directly to the people, visiting local government officials 
and farmers and explaining how barren hillsides promised as much income from 
properly managed trees as from many cultivated crops. Seedlings were dis- 
tributed free or at low cost. 

In the past 5 years nearly 350,000 acres, roughly 5 percent of the total land 
area of the island, have been planted. With the help of the Chinese Air Force 
and U.S. technicians, a forest inventory was made from aerial survey photos, 
and a detailed land-use plan for the island was developed. In one county on the 
east coast, where good rice land is scarce, windbreaks were planted to keep the 
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salt-laden sea winds up off the crops, and acacia and pine were planted on the 
mountain slopes to provide logging stands for the future. In fact, reforestation 
became so popular in that county that a magistrate was elected after cam- 
paigning in favor of the program. 

Another project backed by JCRR was increased production of pork, which 
is an important part of the human diet in Taiwan. In fact, lowland rural Taiwan 
today gives the impression of being one immense hog factory. The pigs are not 
only on farms, they are also being raised by soldiers and by townspeople sup- 
plementing their incomes. . 

Two primary techniques were used to increase production. One was the 
crossing of Berkshire boars with native sows to produce improved hybrid pigs. 
The second factor was the remarkably effective hog cholera control campaign 
which, using a new kind of vaccine developed in Taiwan, virtually eradicated 
this disease from the island. The result of these two techniques has been to 
increase the production of pork at a rate which exceeds the gain in any other 
agricultural product. 

A third project assisted by JCRR has been the land reform program on the 
island of Taiwan. About three-quarters of Taiwan’s farm families have bene- 
fited from this reform program developed on Taiwan, either through reduction 
in their rents or by acquiring ownership of the land’they tilled. Farming 
by tenant farmers has been reduced from 41 percent to 16 percent of total 
farmland. As a result, farmers are earning more money, are retaining more 
of what they earn, and are making improvements in their land, their equipment, 
their buildings, and their methods. 

The result has not only been a dramatic change in the lives of the farm 
families who have been affected, but has also contributed to the increase in 
agricultural production and has earned for the Government of Free China 
worldwide acclaim for this progressive and forward-looking experiment in 
rural democracy. 

Turning from the field of agriculture to the field of industry, one can find 
a number of projects which contributed to the growing economic strength of 
the island. Basie to industrial development is electric power. Taking over 
a power system badly shattered during World War II by Allied bombing and 
typhoons, engineers of the Taiwan Power Co. showed amazing skill and ingenuity 
in the repair and rehabilitation of facilities by gathering usable machinery and 
parts from installations scattered all over the island. Building on this base, 
U.S. economic aid was used first to help complete the rehabilitation process 
and then to construct new power stations and transmission lines so that by 
1958 electric power capacity had increased to 541,000 kilowatts, almost twice 
as high as in 1950. 

Of the many fine hydroelectric sites in the mountains of Taiwan, some of 
the most promising are located along the spectacular course of the Tachia 
River, which twists through high rock walls from the central mountain range 
down then to the fertile western plains. Picking up where the Japanese left 
off, U.S. aid funds were used to complete a 79,500-kilowatt station at Tienleng, 
midway along the river’s course. In process of construction now is a 40,000- 
kilowatt installation upriver from Tienleng at Ku Kwan, and in the exploration 
stage is a high dam and storage reservoir further upriver at Ta Chien, 5,000 feet 
above sea level. 

According to preliminary studies made by Chinese engineers, it would be 
feasible to construct additional power stations on this same river which would 
have an ultimate capacity of more than a million kilowatts. 

Underlying many of our joint efforts in the field of industry has been U.S. 
encouragement, wherever feasible, of the use of economic assistance to develop 
the private sector of the economy. 

The Government of China contributed to this objective by transferring four 
government-owned corporations to former landlords as partial payment for 
land being purchased by tenants. The value of these companies was approxi- 
mately $40 million. In addition, there were a number of new private invest- 
ments, particularly in such fields as textiles, chemicals, cement, paper and 
board, window glass, and electrical appliances. 

In the single year from 1955 to 1956, governmental enterprise declined from 
60 percent of the value of industrial goods produced on the island to 52 
percent. 

Contributing to this growth of the private sector has been the ICA-supported 
small industry loan program which in its first 3 years made loans to nearly 
400 private firms for over 500 projects involving plant rehabilitation or expan- 
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sion. This project not only assists small private enterprises, but in its screen- 
ing and review process makes use of private commerical banks which also put 
up a part of the funds. A survey of more than half the recipients of loans 
showed gratifying results—on the average, a more than doubled output. 

Also dedicated to the promotion of private industry is the China Produc- 
tivity Center, a nongovernmental organization established with ICA financial 
and technical assistance. The objective of the center is to increase Taiwan's 
productivity through increasing the use of industrial consultation services to 
small manufacturers and businessmen, providing engineering and plant lay- 
out services, counseling on statistical quality control and preventive main- 
tenance systems, and exploring export markets. 

High hopes are held for the continued contribution which will be made to 
the health and vigor of the private economy of Taiwan through these devices. 

In another industrial field, ICA technicians working through local trade 
associations of the fishing industry have transferred sampan operators to 
powered fishing vessels and taught them the value of modern refrigeration, 
packaging, and marketing techniques. 

Through our assistance fishermen have been enabled to go farther from shore, 
thus getting into deep-sea fishing which provides the opportunity for increased 
yields. The catch in 1957 was a recordbreaking 208,000 metric tons as against 
193,000 tons the previous year when coastal operations were still contributing 
the greater share of the total yield. 

ICA assistance in the field of technical education has attempted to follow 
the basic idea that education should be a tool to enable individuals, industries, 
and nations to lift their levels of living. More and more Chinese educators are 
responding to this idea and are recognizing that skilled hands are as necessary 
toa well-balanced society as are classical scholars. 

Directed principally to areas that would contribute most to economic progress, 
the technical education program has emphasized vocational, industrial, and 
agricultural, as well as engineering, education. 

For example, assisted by a contract with Purdue University, Cheng Kung 
University has improved its-teaching facilities and physical plant for turning 
out well-trained engineers to help staff Taiwan’s growing industries. By means 
of a contract with Pennsylvania State University, the Taiwan Provincial Normal 
University has established a department of industrial education for prospective 
teachers of vocational industrial shop courses and industrial arts. Gradually 
there bas developed a cooperative relationship with the industrial community. 

Several major industries have contributed funds to the program, and the 
emphasis is gradually shifting to the high school level in an effort to meet the 
recuirements of specific industries for skilled and semiskilled workers. 

An outstanding record of improvement in public health conditions has been 
achieved in Taiwan, with the help of U.S. technicians. Through the close coop- 
eration of the native professional medical personnel available on the island and 
the steffs of ICA, JCRR, WHO, and UNICEF, rapid progress has been made in 
disease control, medical and nursing education, hospital improvement, and 
exnansion of drainage and waterworks facilities. 

For example, in disease control, the incidence of malaria, once a great menace 
to public health, has been reduced from over a million cases in 1950 to less than 
500 in 1957, with complete eradication predicted by 1962. Deaths or disability 
resulting from tuberculosis, trachoma, and plague have all been dramatically 
reduced. For instance, on the offshore island of Quemoy, plague epidemics 
had broken out frequently prior to 1951. Imposition of strict control measures, 
including mass vaccinations and rat extermination campaigns, the latter in 
cooneration with a JCRR-assisted program to prevent the annual loss of hundreds 
of thousands of tons of food crops, has resulted in no cases of plague reported 
for over 5 years. 

Significant capital improvements have been made in transportation in Taiwan, 
ineludine railroad, air transport, harbor and highway improvements. A dramatic 
item in this field is the successful construction of the Hsilo Bridge, the longest 
hiehway bridge in the Far East, and a crucial link in the north-south highway 
on Taiwan. 

In some fields, such as housing, ICA has cooperated with local institutions 
in the strategic placing of small amounts of funds and technical assistance where 
thev could be the most effective. 

For example, a self-help housing project was worked out for the dockworkers 
of the two major ports, many of whom were living in empty crates or sea 
sheds. Using a welfare fund accumulated from wage deductions and fun 
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earned by dockers for unloading U.S.-aid cargoes ahead of scheduled time, 
several hundred dwellings were constructed with the help of dockers’ unskilled 
labor. Four house designs were prepared for the dockers’ own selection. The 
winning design was one of cinder blocks and reinforced concrete, including a 
living room, two bedrooms, a kitchen, and a bathroom. Its total cost was $333 
equivalent in local currencies. 

The review could go on at length reciting the many projects which have helped 
to bring about the dramatic changes in the economy of Taiwan. The projects 
not described here include the expansion of fertilizer plants, the rehabilitation 
of the railroads, important projects in the field of technical training, activities 
of the JCRR other than those mentioned, and many others. 

Together, the activities of the free Chinese and the support of the United 
States have worked a change on the island of Taiwan which makes it fair to 
assert that the United States has made substantial progress toward achieving 
the economic objectives of our foreign policy in Taiwan. 

Moreover, the economic progress attained has helped in no small measure to 
maintain internal political stability and to boost the morale of the people. 

Taiwan is not so well off, however, that it will not need U.S. help from now 
on. Notwithstanding the marked economic progress already outlined, it still 
depends on outside economic assistance for about 30 percent of its necessary 
imports, excluding military hardware, and for about the same proportion of 
local funds needed to finance internal budgetary expenditures. 

One overriding reason which compels the United States to continue its sup- 
port of freedom on the island of Taiwan is a necessarily heavy military burden 
which must be assumed by these courageous people. 

Notwithstanding the relatively low levels of per capita wealth, the Republic 
of China on Taiwan is contributing a greater fraction of its annual income to its 
own defenses than any other country in the free world, including the United 
States. Even with such an effort, however, it would not be possible for Taiwan, 
in the face of one of the highest rates of population expansion in the world, to 
support its military burden without continued U.S. assistance. 


Mr. Saccio. A further source of valuable perspective on ICA per- 
formance is to look across the board and cver the years at the impres- 
sive cumulative record of results of cooperative projects. 

I have here a report on our ICA work in the field of agriculture 
which is the first of a series describing the problems and methods o 
operation of our project programs and giving copious examples of 
accomplishments. 

(The report referred to is as follows :) 


ICA WORK IN FOOD AND AGRICULTURE 
I. AGRICULTURAL PROBLEMS OF THE NEWLY DEVELOPING COUNTRIES 


The newly developing countries are primarily agricultural, and low agricul- 
tural production is a major problem in most of them. While a few countries 
are interested in developing foreign exchange earnings from agricultural exports, 
the great majority of them are faced with the urgent and basic problem of 
more to eat, wear, and use for their own people. The need is especially acute 
in the countries with large population relative to productive land. 

Inadequate agricultural production is closely related to other problems, such 
as lack of skilled or properly trained people ; unstable or inefficient government ; 
inadequate transportation and communications; and balance of payment 
difficulties. 

While inadequate agricultural production is a different kind of problem than 
the four listed above, the cause and effect relationship are real indeed. In 
some cases, low agricultural production arises in part from instability or eco- 
nomic measures unfavorable to agriculture. In other cases, lack of food and 
fiber may be one of the causes of political unrest. In the majority of countries 
lack of trained people with the variety of skills needed is a primary cause of 
low agricultural production. In many of these countries low agricultural pro- 
duction limits the resources available for both training and capital acquisition 
and thus a vicious circle is produced. Poor communications, poor transporta- 
tion, and lack of capital or credit facilities are also contributory. The whole 
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problem is made more difficult by the absence of or the primitive nature of the 
institutions serving agriculture and generally poor government administration. 
Often governmental policies are such that there is little incentive for greater 
production. Thus low agricultural production results from lack of knowledge 
of better organization, methods, and techniques or, more often, from failure 
to apply and widely disseminate the knowledge which is already available some- 
where within the country. 


II. OBJECTIVES AND RATIONALE FOR ICA AGRICULTURAL PROGRAMS 


The conditions associated with these problems must be changed if sustained 
increased agricultural production is to result. The long-range job is broadly 
one of education and training at all levels; education of Government officials 
in agricultural policies and in better management of governmental services to 
agriculture and development of better agricultural schools and colleges to turn 
out the workers who can teach and assist the farm population. Most important 
of all perhaps is the need for thoroughly inculcating the philosophy that knowl- 
edge is useful only when it is put to work for people and that knowledge is 
most useful when it is working for most of the people. 

The objectives expressed above are long-range tasks since they involve the 
development of new institutional arrangements, or the change in old ones, and 
require alteration in traditional attitudes and customs. However, long-range 
solutions to basic problems are sometimes not enough since the people may not 
be sufficiently patient to wait for such solutions. Impact projects which yield 
results quickly are also needed to bolster the hope of the people while the slower, 
more basic, improvements are taking effect. Indeed, sometimes quick-benefit 
projects are necessary to provide the economic basis for the longer range 
program. 

By and large, the solution of the agricultural problem does not lie just in 
importing new gadgetry or in adding new physical resources. Rather, the 
solution lies in better utilization and management of existing knowledge and 
resources by the masses of farmers. 

The increasing emphasis given to projects which will reach and affect the 
small farmers is reflected in allocation of funds. In fiscal year 1956, 18 percent 
of the agricultural funds were programed for agricultural education, extension, 
and research. Both the amount and the percentage of funds programed for 
projects of these types have increased. In fiscal year 1959, 32 percent is pro- 
gramed for such projects. 

The institutions that are being established and improved with the assistance 
in agricultural education, extension, and research will have a lasting effect by 
assisting the cooperating countries to build up the facilities on which they must 
depend for continuously improving their agricultural production. These three 
elements go hand-in-hand—agricultural educational institutions to turn out 
trained workers to staff private and Government agencies, especially the exten- 
sion service and the experiment stations; research to furnish the college teach- 
ers and extension workers with new and adapted information; and extension 
workers to carry the information to the farmers and assist them in applying 
knowledge on their farms. This system has been remarkably successful in the 
United States, and it is the outstanding feature of U.S. agriculture to be shared 
with the rest of the world if we are to help them have a more productive 
agriculture. 

It takes time to build such institutions and develop confidence and acceptance 
by the farmers as it did in this country. It took the United States 100 years 
to develop its program to the present stage of efficiency. The development in 
most of the cooperating countries will be much faster. For example, Austria 
reports it can see marked effect after 10 years. It, of course, was not at the 
low level of some of the countries now being assisted. The effect in other 
countries can be marked as it begins to take effect. 

Over 1,000 agricultural technicians are giving counsel and assistance to co- 
operating countries. Approximately 800 of these are direct-hire personnel 
obtained primarily from the land-grant colleges and agencies of the U.S. Depart- 
ment of Agriculture. Another 200 are land-grant college staff overseas under 
the 28 college contracts who are helping to establish and improve colleges and 
experiment stations in the cooperating countries. Contract teams work well for 
this type of activity and provide an institutional approach. Direct-hire tech- 
nicians who work individually but whose efforts are coordinated with those 
of other technicians are more satisfactory for the grassroots approach in the 
provinces. 
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The cooperating countries are asking for an increase of approximately 400 
agricultural technicians, nearly equally divided between college contract and 
direct hire. We believe their requests can be met because the interest of U.S. 
agricultural workers in oversea work is increasing and the cooperation of the 
land-grant colleges and the Department of Agriculture is good. 

The Department of Agriculture and the land-grant colleges annually cooperate 
in the training in the United States of over 1,400 agricultural participants from 
cooperating countries. All are exposed to the land-grant college system and 
the way that knowledge is taken to farmers through the extension service. 

Nowhere in the world is this demonstrated more effectively than in the 
United States; many of these participants receive part of their training in 
other countries en route to or from the United States. In addition, there are 
more than 500 participants from the cooperating countries who receive training 
in third countries without coming to the United States. The majority of these 
do not have the English language ability for U.S. training. Practically all of 
the participants are effectively utilized by the Ministry of Agriculture upon their 
return to their country. Many hold very responsible jobs in the Ministry of 
Agriculture and are having increasing influence year by year. 

Local currency plays a big part in agricultural projects. For each dollar there 
is $3 to $4 equivalents of local currency used in such projects, about equally 
divided between counterpart and U.S.-owned and Public Law 480 currencies. 
In addition, the cooperating countries put in large amounts of their own budg- 
etary funds which generally exceed the U.S. contribution by many times. 

Since 1952, 5382 young nationals from the Near Hast, South Asia, and north 
African region have been trained in various agricultural techniques at the 
American University of Beirut under ICA auspices. 

A number of important ICA agriculture activities are carried on on a regional 
basis, e.g., the contract with the Inter-American Institute of Agricultural 
Sciences which is being developed to service Latin America in agricultural 
extension ; the production of coffee, cacao, and rubber ; livestock sanitation and 
management; and pasture and forage. Emphasis is given to the dissemination 
of information in the languages of the countries. 

The regional insect control project has had several years of successful opera- 
tion in south Asia, the Middle East, and Africa in developing cooperative 
control of locusts and is now working on control of other pests. Several of the 
countries are now in a position to take care of their own pest control, but a 
regional organization is needed to carry out the responsibility for action that 
must cross country boundaries. 


PRIVATE ENTERPRISES 


Small farm ownership has long been a bulwark against communism. While 
some countries have gone some way in the direction of government ownership 
of industrial entities, there has been a reverse trend in the case of agriculture. 
Some large holdings have been broken up and the breakup has always been in 
the direction of individual ownership of smaller units. 

A healthy agriculture can therefore be an outstanding example of private 
enterprise in operation. 

The development of agricultural extension and agricultural credit and other 
institutions, which are regarded as most important, are but services to the 
basic private enterprise system. The stanch private enterprise viewpoint in 
agriculture has also made itself felt in the establishment on a private basis of 
many enterprises related to agriculture. Agricultural projects have led to a 
wide variety of private enterprises in numerous countries. Some examples 
will illustrate. 

As a result of training, a Lebanese has established a large hatchery and 
commercial poultry breeding farm which not only serves Lebanon but exports 
baby chicks and hatching eggs to other. nearby countries. 

The first mixed feed plant in Spain was established as a result of ICA efforts. 

The forming of a Government-operated machinery pool in Peru some years 
ago to demonstrate more modern farm machinery led to a very sizable and 
continuing import of such machinery on a normal exporter-dealer relationship. 
The key to this situation was the policy of the governmental machinery pool 
“to introduce and demonstrate’ which made a market for people able and 
willing to go into business. 
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The introduction of the whole idea of hybrid seed to Italy resulted in the 
successful development of five privately owned seed corn producing companies 
which have affiliations with U.S. companies. 

Livestock feed plants have developed in Iraq, Lebanon, Turkey, Philippines, 
and Korea. 

The introduction of equipment and training of operators has resulted in , 
private well-drilling firms in Greece and Peru. 


III. RELATIONSHIPS WITH OTHER AGENCIES, GROUPS, AND INDIVIDUALS 


Relations between the ICA Office of Food and Agriculture and other agencies 
of the U.S. Government, trade and business groups in the United States, and 





various international and regional organizations are extensive and complex. 

Coordination with the Food and Agriculture Organization (FAO)—a U.N. 
specialized agency—is handled by both ICA and FAO insisting that their 
country representatives frequently go over their respective programs in detail 
so that overlapping or duplication can be discovered and resolved by all inter- 
ested parties including the participating government. International or regional 
efforts such as short courses, seminars, workshops, and the like are coordinated 
by cross-attendance at periodic regional meetings at which such efforts are 
planned and by constant liaison through the FAO North American Regional 
Office in Washington as plans develop. An ICA representative is a member of 
the U.S.-FAO Interagency Committee which develops positions taken by the 
United States with respect to FAO matters. 

Coordination with the Colombo plan is maintained on the same basis as with 
FAO, principally on a country-by-country basis. Relations with the Organiza- 
tion of American States (OAS) are through its agriculture entity, the Inter- 
American Institute of Agricultural Sciences at Turrialba, Costa Rica, which 
has three suboffices in Latin America. In this case, the relationship is again 
similar to that of FAO with both country-by-country coordination within re 
spective countries and overall coordination direct with the Office of Food and 
Agriculture. 

Relationship with the U.S. Department of Agriculture has been extensive and 
daily in character. ICA has an overall agreement with the Department which 
makes available to ICA the tremendous and widespread capability of USDA 
to cover the whole field of agriculture. This enables ICA to restrict its agricul- 
tural staff to a minimum number who can carry its own responsibilities and 
through whom it can reach and secure the wide competence of the USDA. This 
agreement obtains for ICA the operation of the ICA-approved training program 
for participants selected by ICA; technical backstopping in all scientific agri- 
cultural matters; special soil salinity services; special regional insect control 
Services; and general advice and counsel on all matters referred by ICA to 
the Department. 

A similar understanding has been reached with the U.S. Department of 
Interior in the fields of water resources and fisheries. The Farm Credit Ad- 
ministration also serves ICA in the matter of technical consultation and support 
and for participant training under an agreement which operates in a manner 
similar to that with the USDA. There are certain other ad hoc agreements of 
a miscellaneous nature with U.S. farm organizations, the national project for 
agricultural communications and the like, calling for specific services at specific 
times for specific purposes. 

In connection with the purchase of agricultural surpluses or supplies of agri- 
cultural requisites, relations with trade groups and individual suppliers for 
grain, cotton, fats, dairy products, fertilizers, seed, and pesticides are maintained 
to keep these individuals and groups advised of ICA policies and methods of 
transacting business and the preparation and followup of procurement author- 
izations. 

The handling of relations with U.S. private nonprofit voluntary relief organ- 
izations in Public Law 480, title III, transactions, requires almost daily liaison 
with these organizations. 

IV. ACCOMPLISHMENTS 


New agriculture extension services in 32 countries, 625,000 girls and boys 
enrolled in farm youth clubs overseas; 1,750,000 pounds of improved crop seeds 
distributed ; 18,200,000 cattle, hogs, and chickens given vaccines; water brought 
to an additional 1,738,000 acres of cropland; 4,597 new wells or storage reser 
voirs for livestock and crop water; 116,000 soil samples tested. 
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Thus runs the statistical story or reported worldwide accomplishments under 
ICA technical cooperation in agriculture in 51 countries from 1951 through 1958, 
These documented statistics are on file in ICA~W but the records for many 
countries are known to be incomplete. 

To illustrate at random a few cases of special accomplishments around the 
world : 

The new agriculture extension service assisted by ICA in Peru helped farmers 
to expand the planting of castor beans from 1,000 to 20,000 acres in 3 years 


besides distributing 1 million pounds of improved seed. 45,000 r * plants, 
14,000 chicks and small animals, and 450,000 pounds of fertiliz several 
Peruvian communities, crop yields have tripled in the past 10 ya . is esti- 


mated the extension agents have reached 250,000 farm families in . cru. 

The agricultural credit program in Jordan enabled Haif Haddad, an ex- 
soldier in the Arab army farming near Amman, to borrow money for five cows 
and two calves, build a concrete dairy barn, and make a profit selling milk in 
Amman. A Bedouin tribe near Jubeika in Jordan has borrowed from the 
agricultural bank to build houses for 1,500 people in 2 new villages, described 
as “making satisfactory progress.” 

Through peaceful and democratic processes the Philippines, with ICA advice, 
have instituted several basic programs designed to alleviate age-old land prob- 
lems. Laws for improved conditions of tenancy have been enacted and en- 
forced; public lands have been surveyed, cleared of malaria, and opened for 
settlement ; and greater opportunities have been opened for tenants to buy land. 

Since 1955, a total of 7,200 land disputes affecting 110,000 tenants have been 
settled amicably, 22,000 families have been resettled on public lands, some 
200,000 land ownership titles have been issued, and 130,000 acres of large estates 
purchased for resale to tenant-cultivators. 

Ali ben Mohamed, a poor farmer in Libya, invited ICA technicians to look 
over his farm with him. He wanted to plant olive and fruit trees, but realized 
he would need water to irrigate them the first year or two. He thought he 
should make a cistern to furnish a handy source of water for his trees and 
for his family. So he got tools from point 4 (ICA) and, with his two brothers 
to help, a new cistern was dug. 

Point 4 furnished cement for the lining. Ali couldn’t wait to get started, so 
he purchased a dozen olive trees from point 4 at nominal cost. He is carrying 
water for these few trees about 2 kilometers. The cistern soon should provide 
water for several times this many new olive trees, 

In Ecuador, the combination of a favorable Government policy, a roadbuilding 
program, and a good world market resulted in a phenomenal expansion of 
banana production, from 3.9 million stems in 1948 to nearly 24 million stems in 
1955. In this period, Ecuador became the world’s largest producer of bananas, 
and bananas became Ecuador’s chief source of export income. 

Then came a large buildup of banana’s most serious leaf disease, Sigatoka, 
that threatened to devastate the industry. A research program started in 1954 
by Ecuadorian technicians and their ICA advisers developed new techniques for 
Sigatoka control. From an initial field test on 4,000 acres in 1956, the research 
results were used commercially on 79,100 acres in 1957 and their use has con- 
tinued to spread. As a direct result, Ecuador’s banana exports rose to 32 million 
stems in 1957 and exports of 38 million stems are predicted for 1959. 

Admittedly, American advice and assistance cannot claim credit for all or 
even a large part of the accomplishments. Major credit goes to the cooperating 
countries and their people living on the land, Outside help also has been given 
in many countries by international technical assistance agencies such as the Food 
and Agriculture Organization of the U.N. (FAQ), the Colombo plan, and private 
foundations and organizations. 

But any analysis will show the U.S. technicians serving as a catalytical force, 
stimulating agricultural development. Most significant of all end results have 
been the new hopes for betterment stirred in farm peoples. More Government 
services bring them new knowledge and incentives to increase production for 
their own better living and the economic welfare of their country. The guiding 
concept of these services is to help rural families help themselves. 

Except in rare cases, the agricultural improvements are not spectacular ; 
most likely a little extra food grain, a few more eggs, and more cattle, hogs, 
or chickens vaccinated against disease. But the age-old grip of poverty is being 
broken for millions of peoples in less developed areas of the world with advice 
and aid from ICA and other outside agencies. 





pasty Na ec ren Pe 











232 MUTUAL SECURITY ACT, 1959 


ICA as of December 31, 1958, had technical cooperation programs in agricul- 
ture, forestry, and fisheries in 54 countries. Direct hire U.S. technicians were 
assigned to 49 countries, and ICA contract technicians to 3 other countries. 
Two countries (Iceland and Southern Rhodesia) had programs limited to 
training their technicians in the United States. Of the 53 countries, 9 were in 
the Far East; 13 in the Near East and south Asia (including Sudan and Greece) ; 
10 in Africa; 3 (Spain, Yugoslavia, and Iceland) in Europe; and 18 in Latin 
America. 

The end benefits from ICA technical cooperation in most of the countries 
‘began to reach people on the land only in the last few years. U.S. Government 
technical assistance to outside countries goes back to World War II, when 
Americans advised certain Latin American countries on the production of 
strategic materials such as hemp and rubber. 

The modern concept of such assistance was set forth in the point 4 program 
of 1949. Since time was required to establish both United States and co- 
operating country organizations and to reach bilateral country agreements, only 
15 of the 52 countries received their first U.S. technical advisers before 1951; 
23 additional countries received their first technicians between 1951 and 1954; 
and 14 countries between 1955 and 1958. 


AGRICULTURAL INSTITUTIONS 


Repeated experiences show that most underdeveloped countries are more likely 
to know the “what” than the “how” of development. Hence, ICA technical 
cooperation in agriculture has concentrated on helping countries to establish or 
strengthen “institutions’—education, research, extension, credit, land tenure. 
Services reaching farm families through such institutions have proved the only 
really effective way to improve the living levels of rural people and to increase 
national output in agriculture, forestry, and fisheries. 

The most common symbol of such service in rural areas in the United States 
is the county agent. He is the frontline catalyst whose advice during the past 
40 years has been a major factor in making American farmers the most produc- 
tive and prosperous in history. The United States now has-a system of 11,000 
county agents, home demonstration agents, 4-H Club agents, and professional 
assistants, supported by Government-aided institutions of agriculture, education, 


research, credit, and cooperating marketing. It has taken since 1862, when the | 


legislation providing for land-grant colleges was enacted, to develop the full 
system. ICA now is offering this highly successful and unique system to other 
countries. 

Forty-four countries have accepted this offer, and 200 former county agents 
and their associates serve as ICA agriculture extension and home economics 
advisers, the largest single bloc of ICA technicians. Under their guidance, 32 
countries have organized new extension services while 12 other countries are 
carrying out their initial modest extension work, presumably as a forerunner 
to establishing permanent services. 

Some specific results of agriculture extension around the world: 

In the Iranian state of Azerbaijan, bordering Russia, 23 agents of the new 
agriculture extension service are teaching farmers control of pests and diseases 
on their wheat, fruit, and vegetables ; artificial insemination of their dairy cows; 
and the use of moldboard plows. One special project to encourage the production 
of white wool from sheep has been adopted by 30 farmers. Two farm machinery 
cooperatives have been organized. 

The Bureau of Agriculture Extension in the Philippines has set out 5,000 plots 
throughout the islands under a five-year plan to demonstrate improved practices 
for production of corn, rice, and other food crops. The 285 women agents in 
the Philippines have helped farm women install 72,600 “blind” drainage systems 
to get rid of stagnant water pools beneath their kitchens. 

In Vietnam, the extension service established in 1955 had expanded to 21 
provinces in 1958 and carried out 728 farm crop demonstrations, enrolled 2,200 
young women in home improvements clubs, and visited 30,500 farms and homes 
in 1958. 

The 31 new extension agents in Ethiopia visited 24,885 farms in 1958 and 
conducted 15 field days and distributed 750 improved chicks to farm youth clubs. 

The extension service established in Spain in 1956 now has 134 agents in 36 
of Spain’s 50 provinces. Introduction of hybrid corn is a main extension activity. 


One of the oldest new extension services is in Greece, started in 1949. Today. 
the mayors of 27 Greek villages are former members of 4-H clubs sponsored by 
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that service. Greece also has advanced to the point where its extension officials 
now serve as short-term consultants on extension to other countries. 

Extension work is well organized in Jordan. In the 5 years since it was 
established, the Jordan service has helped 22,000 farm families improve their 
production and living levels. There are 110 trained workers including 15 women 
who contact families in 800 viliages. Three-fourths of the villages have extension 
committees of 3 to 15 elected members who plan and direct improvements with 
the guidance of the trained agents. One measure of the strength of extension 
and its work in Jordan was the bypassing of a local extension office during a 
village riot when the mob leaders shouted: “This is ours. Don’t wreck it.” 

In Guatemala, one extension demonstration plot on insect control in 1957 
resulted in farmers buying sprayers and insecticides to control insects on 11,000 
acres of corn in 1958. One village used 10 bags of fertilizer for a demonstration 
in 1956 ; 2 years later 700 bags were bought and used. 

Aiter several years of U.S. encouragement, Yugoslavia in November 1958 estab- 
lished a federal center for extension service. Korea also enacted legislation in 
1958 for a permanent extension service. 

A partial tabulation lists 37,983 extension agents, including 1,274 women home 
economists, on national extension rolls in countries receiving ICA assistance. 
This figure includes 26,050 village level etxension workers in India, but by any 
standard the 12,000 new local agents in other countries represents extraordinary 
progress in bringing knowledge to farm families in underdeveloped areas. Of 
particular significance is the assistance to home demonstration work in 30 
countries, including the Middle East lands of Iran, Turkey, and Jordan where 
traditionally women did not rank high in the social structure. 

These extension agents are not college degree men of the type now employed 
in the United States, but are comparable with U.S. workers who started our 
extension service in 1914. They have some training and will be given in-service 
training. Over the years, they will be replaced by better trained men and women 
as they become available from the graduates of agricultural colleges. 

The subject matter of extension teaching and demonstration for 44 countries 
must have great variety to fit lands as different, as, for example, dry Libya, 
and tropical Vietnam. The improved practices selected for extension usually 
are those requiring little or no cash expenditures and within the immediate 
labor and land resources of the farm family to carry out. 

The most common practices extended to farmers are: 

Improved methods for planting, cultivation, harvesting and storage. 

Planting of improved seed varieties. 

Control of plant diseases and insects. 

More efficient use of water for crops and livestock. 

Improved feeding of cattle, hogs and chickens. 

Use of superior breeding stock to upgrade livestock and poultry. 

Diversification of production to get away from dependence upon one or 
two crop or livestock enterprises. 

The most common practices extended to homemakers : 

Disposal of wastes and waste water. 
Preparation and conservation of food. 
Vegetable gardens. 

Clothing design. 

Labor-saving arrangement of kitchens. 

The teaching methods used to extend improved practices are demonstrations, 
meetings, publications, and the like. One of the most effective methods has 
proved to be organized youth clubs. 

Like their 4-H club counterparts in America, some 625,000 boys and girls in 
33 reporting countries are organized into 19,774 clubs to engage in improvement 
projects of the same kind as their parents. The young people usually accept 
new ways with enthusiasm and become convinced more easily than the adults 
of the value of such things as better care of chickens and placing more fresh 
vegetables in the family diet. 

“Four” is a common denominator for the youth clubs outside the United 
States. Adaptation of the American 4-H (Heart, Hands, Health and Head) 
takes many forms—4—Leaf in Nepal; 4-K in Turkey; 4-S in Bolivia, Panama, 
and Colombia ; 4-C in El Salvador and Paraguay ; and 4—D in Iran. 

Two intriguing arrangements common in the United States have been adopted 
by boys and girls clubs in several countries to develop improved pigs and 
chickens around the homestead. A cockerel exchange plan enables the members 
to get purebred roosters in exchange for their low-grade native birds. Under 











234 MUTUAL SECURITY ACT, 1959 


the rules of a pig “chain,” the club members receive a high-grade boar and 
agree to give one of the offspring from each litter to another club member. The 
same two ideas also are used, often after being introduced by the young people, 
on a wide scale for the upgrading of livestock generally. 

Through their 4-S clubs, the organized boys and girls of Bolivia have stimu- 
lated their parents and cooperated in the construction of 20 school buildings, 

Extension agents in Beuador have encouraged farmers to increase the applica- 
tion of insecticides on crops by 5 times, and have distributed 100,000 imported 
baby chicks. 

The influence of women is great everywhere, especially in Vietnam, where 
it has been channeled into home demonstration work as part of a new extension 
service. A survey in November 1958 revealed in the village of Thudamot that 
17 covered wells had been dug; in Tan An, a majority of the housewives for 
the first time were controlling rats and insects around their homes; in Mytho, 
yards have been cleaned up and garbage disposal provided: in Bien Hao, the 
housewives have volunteered to bank together to improve three different house- 
holds each: week—all stimulated by extension home demonstration agents. 


Agriculture credit 


Many simple but significant improvements in farming such as cleaner cultiva- 
tion can be installed by the poorest farmers without money outlay. But many 
other practices such as improved seeds or plant pesticides require a cash ex- 
penditure, perhaps only $10 or $20 a season but nevertheless beyond the present 
incomes of most farmers in underdeveloped areas. Outside credit also is needed 
by millions of small farmers for bare family subsistence between harvest 
seasons until the time when their annual returns become large enough to feed 
the family year-round and pay other expenses as they occur. 

Hence, a system of agricultural credit for small borrowers is a “must” for 
substantial expansion of farm output in Asia, Africa, and Latin America. At 
pesent these small farmers must depend almost entirely upon private money 
lenders who usually charge high rates of interest, often 100 percent or more. 
One reason for the excessive interest charges is the unproductive use of credit 
by the farmers. This makes technical supervision of the use a necessary part 
of a sound credit program. So the establishment of extension service goes hand 
in hand with credit as does cooperative marketing in many countries. 

Thirty-one countries in Asia, Africa, and Latin America now have ICA- 
sponsored U.S. technicians to advise on the establishment of credit services. 
These are often tied in with the organization of farmer cooperative associations 
to handle both credit and marketing. Some 18 countries already have established 
agricultural credit systems with ICA advice. Incomplete reports from 11 coun- 
tries show a total of 782,000 farmer-borrowers benefiting from services that 
were nonexistent a few years ago. 

‘ Exemples of accomplishments: 

Pe-u made 7,000 loans to help 30,000 rural families during 1957-58. In the 
Montaro Valley, 12 farms in Pucara used credit to triple their production of 
potatoes, barley, and quinua, and the valley showed a record 82 percent repay- 
ment before due dates of the loans. 

Panama has organized 22 credit cooperatives with 1,400 members. 

The Philippines has advanced from no rural cooperatives in 1952 to 478 co- 
operative credit and marketing associations in 1958, with 276,000 farm family 
members and loans totaling $85 million. In addition, 115 rural banks, lending 
both to small farmers and rural businessmen, have been organized with total 
loans of $14 million. The cooperative lending agencies have enabled 60,000 
farmers to acquire carabaos (water buffalo) for work animals. 

Crop loans in Vietnam have aided 361,000 farmers. Vietnam now has 79 
farmer cooperatives. 

New agricultural credit activities in Jordan have provided 1,518 loans to 
farmers. 

Fifteen new cooperatives were organized in Iran in 1958 and Government 
loans to cooneratives doubled in the last half of 1958. 

The Agriculture Bank of Libya, established in 1956, has loaned $1,400,000 
to 2,500 farmers. 


Agriculture education and research 


While much knowledge for improving agriculture in underdeveloped areas 
is available for immediate application, sustained and efficient agricultural de- 
velopment in a country rests upon systematic education and research. In the 
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United States, agriculture education and research is centered in the land-grant 
college system for State colleges of agriculture and the mechanical arts, es- 
tablished by Federal legislation in 1862. 

The concept of the U.S. land-grant college is being adapted and transplanted 
in 19 countries under ICA-financed contracts with 24 American land-grant col- 
leges or universities. One other country, Vietnam, is developing an agriculture 
college with advice from direct-hire U.S. technicians. Several countries have 
started vocational agriculture schools and classes to train praetical farmers as 
well as agricultural technicians for rural village work. 

A deviation from the U.S. system has been the delegation of the administra- 
tion of agriculture extension to the agriculture ministries of the cooperating 
governments. A close tie is maintained, however, between the extension services 
and the new agriculture colleges to train extension workers and to disseminate 
the results of research through the extension services. 

Incomplete reports show enrollment in 1958 of 9,272 students in agriculture 
and forestry colleges in 10 countries: which are receiving ICA assistance. In- 
struction is given in agriculture, home economics, veterinary medicine, and 
forestry. ICA advice has been particularly effective in revising the academic 
goals and strengthening the administration of the colleges to meet the urgent 
agricultural problems of the countries. 

The largest project in higher agricultural education is in India. Five U.S. 
land-grant universities, under ICA-financed contracts, are cooperating with 42 
Indian agriculture and veterinary colleges to develop land-grant: type college 
leadership training and services. Wnrollment in the 42 institutions has gone up 
from 1,492 in 1952 to 3,027 in 1958, and a further increase to 5,000 is indicated 
by 1965. One visible measure of progress is the decision by one of the Indian 
States to start a land-grant type university under the control of a board of 
regents. Research and teaching are being integrated, extension methods are 
being taught, some have started agriculture information services, dictated-note 
taking from lectures is being replaced by discussion methods of teaching, and 
college administration is being simplified. 

Under an ICA-financed contract (originally TCA), Oklahoma State University 
started in 1952 the first permanent agriculture training centers in Ethiopia. 
The Imperial College of Agriculture and Mechanical Arts established at Alemaya 
in 1956 has graduated 18 students and trained 59 agents in extension teaching 
methods. The 1958 enrollment was 163. Ethiopians have begun to take over 
administration of the Jimma School for Vocational Agriculture. 

The Iran Agriculture College at Karaj will graduate in 1959 its first class 
of students completing a 4-year course. Since 1954, enrollment has increased 
from 150 to 400 students. The college has done valuable research on improving 
breeds of dairy cattle, all with advice from Utah State University. 

The Abu Ghraib Agricultural College in Iraq, with contract assistance from 
the University of Arizona, has increased its enrollment from 26 in 1950 to 244 in 
1958, and graduated 136 with B.S. degrees. A library of 7,000 volumes has been 
established, and present plans are to make the college coeducational, six young 
women have applied for admittance. 

The University of Kentucky, under a contract signed in 1957, is assisting 
the University of San Carlos in Guatemala in revising its curriculum and 
strengthening its library arrangements. Kentucky also has a contract to aid 
agriculture education and research in Indonesia. 

In the Philippines, Cornell University is giving contract assistance to the 
College of Agriculture and the College of Forestry. Enrollment in agriculture 
and home economics has gone up from 881 prewar to 3,149 in 1957-58 and in 
forestry from 174 in 1952 to 386 in 1958. Sixteen major buildings have been 
rehabilitated, and the Filipino professional staff at the Agriculture College in- 
creased from 99 to 247 in § years. 

The National Agriculture College at Blao, Vietnam, turned out its first 62 
graduates in November 1958 and now has a freshman class of 100. 


Land tenure and settlement 

Out-of-date systems of land tenure hamper agricultural development in many 
countries. Systems of land ownership and crop sharing, centuries old, are not 
suited to the technological and economic conditions of the modern world. In 
their worst forms, the outworn tenure arrangements fail to give the actual 
cultivators a fair share of what they produce. Thousands of cultivators have 
no more’ freedom of operation than the serfs of medieval times. Under these 
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conditions, people on the land have neither incentives nor resources to adopt 
improved practices such as high-yielding seeds or better-bred livestock. Related 
common problems include lack of registered titles for land ownership, tribal 
ownership systems unsuited to productive land management, large areas of idle 
lands suited for farming but held in absentee ownership, fragmentation of farm 
units into many small uneconomic plots, and large areas of underdeveloped 
lands in the public domain. 

Some countries have requested U.S. specialists to advise on improved systems 
of land tenure and related situations. Countries currently receiving assistance 
in these matters include Iran, Philippines, Vietnam, Thailand, Taiwan, Guate- 
mala, and Spain. 

In Iran, steps have been taken at the initiative of the Shah to subdivide 
and distribute to 400,000 tenants the land in 700 crown land villages. Another 
200,000 farmers are expected to become owners of public domain lands by 1963. 

Land reform in Taiwan began in 1949 and has resulted in over 80 percent of 
the farmers, becoming owners or part-owner operators and reduction in land 
rents. Some 550,000 farm families have benefited. 

In Guatemala, 352,000 acres have been opened for settlement, including the 
construction of 170 miles of interior roads. About 3,340 families will benefit. 

Vietnam, faced with assimilating thousands of refugee farm people from 
North Vietnam, has developed 20 villages on idle land to take care of 12,000 
families. Each family has a house, garden plot, handtools, and work animal, 
Also in Vietnam, a rent control and tenure security ordinance had put into 
effect 704,000 tenure contracts; ownership of about 500,000 acres of land has 
been transferred to tenants. 

Under a program of land consolidation, Spain has brought 21,111 fragments 
of land into 3,457 units involving 37,900 acres, ICA financial assistance in the 
form of U.S.-owned local currency has been given and loaned to this activity 
which ultimately will involve 4 million acres and 126,000 owners. Under the 
fragmented pattern, many farmers tried to cultivate 22 or more separated plots 
of land. 


Technical agriculture 


Extension services and other institutions to develop agriculture must be nour- 
ished with subject-matter, already known or to be developed by research. ICA 
has provided some 500 specialists to advise on particular technical problems of 
individual countries. A sampling of their professional specialties shows agron- 
omy, entomology, horticulture, animal husbandry, poultry, veterinary medicine, 
soil conservation, irrigation, drainage, water-spreading, farm equipment, and 
crop storage. 

There are few common yardsticks for worldwide measurements of accomplish- 
ments in these activities but dozens of examples of improvements, large and 
small, can be cited for each country. As stated previously, the most important 
advice in most cases is to help the local technicians on “how” to get the “what’ 
already known translated into “action” on the land—to make knowledge work 
for people rather than remain unused on library shelves or on government 
experiment farms. 

Specific results in major fields of activity are: 

Crops.—Programs to enable farmers to plant improved seeds have been started 
in 48 countries. This involves the selection, breeding, multiplication, and dis- 
tribution of high-yielding varieties ; sometimes better varieties are imported for 
demonstration purposes. 

U.S. horticulturists are assigned to 25 countries, including 13 in Latin Amer- 
ica, to advise on the control of disease, improved planting stock, and production 
practices. Their work is principally on fruits, nuts, and vegetables and tropical 
crops such as coffee, cacao, and rubber. 

In Ceylon, 5 percent of the rice acreage now is planted with improved vari- 
eties of seed. Coupled with other improved practices, this seed is increasing 
yields from the normal 30 bushels to 75 bushels per acre. It will be a long 
while before Ceylon can produce all of the rice it needs. Hybrid corn and 
sorghums have been introduced into India, resulting in some cases in higher 
yields by 400 percent. Half of the wheat acreage in Iran is now seeded to a 
new Iranian variety increasing yield by one-fourth. Several new varieties of 
fruit trees and 40 varieties of improved vegetables have been introduced in 
Iran. Treatment of wheat seed in Jordan began in 1955; today three-fifths of 
the wheat planted is treated, increasing yields by about 15 percent. Certified 
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seed potatoes, imported into Pakistan, are planted on 350 acres in the Quetta 
area. 

Chile now has a system for distributing registered and certified seed to farm- 
ers. New corn varieties in El Salvador have boosted yields up to 40 percent. 
In Cambodia, an estimated one-tenth of the seeds planted are improved vari- 
eties. In Laos, 12 tons of improved rice seed were distributed in two provinces. 

Crop diversification in Taiwan between 1952 and 1957 increased soybean 
production 126 percent; pineapple production 57 percent; and peanut production, 
56 percent. In Thailand, 40,000 farmers are planting improved rice seed after 
8 years of research, increasing their yields 20 to 80 percent. (U.S. assistance 
to the Thailand project has terminated.) 

ICA advisers have helped several countries establish new crops on a promising 
commercial scale. Such examples include rubber in Guatemala, Haiti, Costa 
Rica, Panama, and Colombia ; bananas in Tunisia; vanilla and ipecac (medicinal 
plant) in Nicaragua; and kenaf in Cuba, Guatemala, Brazil, and Vietnam. 

Two coffee nurseries have been established in Ethiopia, a native home of coffee, 
and more than 500,000 seedlings sold to growers. Introduction of the wet method 
of coffee processing has resulted in premium prices of 30 percent more for this 
higher grade coffee; exports of washed coffee rose from 300 tons in 1956 to 1,500 
tons in 1957. 

Seven packing stations for fruit have been constructed in Greece, and grading 
and standards systems established. One result is that exports of perishable crops 
to Europe from Greece rose from $3,100,000 in 1954 to $12,100,000 in 1957. 

Yields on the 326 million acres of cropland in India have been among the lowest 
in the world. In 1951, the U.S. Technical Cooperation Mission to India advocated 
use of more fertilizers as the quickest way to raise crop yields. A large program 
of fertilizers imported with U.S. financing was begun along with research and 
some 200,000 demonstrations to make farmers fertilizer conscious. Meanwhile, 
the government began to import with its own funds and during 1951-57 
their imports totaled 1,727,000 tons of fertilizer while U.S.-financed imports 
totaled 312,000 tons, the latter decreasing with the years. By 1958, Indian 
consumption of fertilizers was four times that of 1951, and India has constructed 
plants to make its own fertilizer with ultimate capacity in excess of 600,000 tons. 

In Kenya, an ICA-contract technician has helped streamline methods of soil- 
testing so the capacity of the government’s soil-testing laboratory has been 
increased from 3,000 to 15,000 samples per year, and a backlog of samples dating 
to 1953 has been wiped out. 

A 6-month study tour in the United States by a senior conservation and exten- 
sion officer from Southern Rhodesia “brought about a major revolution in land- 
use in southern and central Africa.” Asa result, the Federation of Rhodesia and 
Nyasaland has adopted the U.S. approach to land-use planning based on soil 
surveys and the stereoscopic interpretation of aerial photography. Furthermore, 
agricultural officers from Swaziland, Portuguese East Africa, and Basutoland 
have come to Rhodesia to take instruction from the returned participant. In all, 
the Federation has sent 11 agricultural participants to the United States under 
ICA sponsorship. One ICA-contract technician in forestry is on duty in 
Nyasaland. 

Liwestock.—Livestock improvement programs with ICA advice are underway 
in 48 countries. These programs emphasize improved feeding, upgrading of 
native breeds of cattle, hogs, and poultry, and disease control. Millions of large 
animals and chickens have been vaccinated against cholera, rinderpest, foot-and- 
mouth, avian pest, and other common diseases in underdeveloped countries. In 
Africa and the Middle East several thousand camels, sheep, and goats have been 
plunged into dipping vats to get rid of pests. 

One of the largest livestock disease control programs has been in Ethiopia 
where more than 5 million cattle were vaccinated between 1953-57. A newly 
established vaccine production laboratory is turning out 1,500,000 doses a year 
of cattle vaccine, and 300 Ethiopians have been trained in inoculation methods. 

In Libya, 9,766 sheep, 5,445 goats, and 1,100 camels were treated in dipping 
vats: In Ghana, 5,511 cattle have been sprayed against ticks before being herded 
on foot across Ghana from Nigeria and Upper Volta (French) to slaughter 
centers in southern Ghana. This spraying, initiated with ICA advice, has greatly 
reduced. the loss of cattle on the long trek and induced the cattle owners to 
begin paying for the service. 

Hog cholera has been practically eradicated in Taiwan, where 6 million hogs 
have been vaccinated. Foot-and-mouth disease in Chile has been brought under 
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control with 450,000 cattle vaccinations. In Iran, 2,000 trained vaccinators have 
treated 24 million animals, with biologics produced from the new Razi Veterinary 
Institute, which has a capacity of 25 million doses annually. The first veterinary 
clinic has been set up in Nepal. 

Livestock numbers and quality have improved in nearly every country. The 
availability of meats and eggs in Korea is now at record levels; the numbers of 
chickens increased 11 times and oi hogs by 8 times between 1950 and 1957. 
Livestock production in Thailand has developed to the point where a modern 
meat processing plant will be constructed in fiscal year 1960; this development 
included the importation of 279 purebred cattle and 245 purebred swine, with the 
crossbreed offspring going to the farmers. 

Vietnam now is hatching 4,000 chicks each week and distributing them to 
farmers in addition to providing seven mobile vaccination teams who vaccinated 
429,000 head of cattle and water buffalo in 2 years. The first commercial poultry 
enterprise has been started in northern Nigeria. An ICA technician in Somalia 
has demonstrated how oxen can be trained in pairs for animal power, and 100 
pairs now have been trained for farmers. 

In Iran, two-thirds of the 650,000 tons of pulp from sugar beets, formerly 
wasted, now is being fed to livestock. By artificial insemination, Brown Swiss 
bulls have been used to cross-breed 88,000 cows, and the offspring have produced 
three times the milk of the native cows. Iran has also more than 1 million 
crossbred hens, many in the 100 new commercial poultry flocks around Tehran. 

Lebanon has developed poultry to become the most prosperous segment of its 
agriculture; the value of poultry production rose from $3.3 million in 1952 to 
$10.8 million in 1957. “Point 4” eggs are recognized premium grade in the 

nese market. Hatching egg capacity in Turkey has advanced from none 
in 1952 to 1 million chicks in 1959. Forty private poultry farms have been 
established. In Ecuador, the shipment of eggs to the port city of Guayaquil 
increased by five times in 1957 over 1956. 

Water resources. Bringing water to fertile lands and making better use of 
water already available is the business of water resources advisers requested 
by 30 countries. Their activities vary from advice on spreading water in Libya 
to drainage projects in the Philippines but the end-goal is the same—best use 
of water for crops and livestock. 

Large irrigation systems, sometimes part of multipurpose dams to produce 
hydroelectric power, have been constructed or started in a few countries. But 
experience has proved smaller irrigation works are less expensive to install, 
easier for the local people to pay for and maintain, and more productive in most 
cases. 

Some specific examples of accomplishment : 

Aklan, the youngest province in the Philippines, has reason to be thankful 
for pump irrrigation service initiated by the Philippine Government with ICA 
support in 1952. Historically, Aklan had to import rice from other provinces 
to feed two-thirds of its people. Under the technical cooperation program, three 
pump irrigation systems were installed, serving 5,000 of Aklan’s 50,000 aeres of 
cultivated ricelands. Yields of the irrigated areas now are twice the produc- 
tion of the preirrigation years, and the local consumer price of rice has been 
lowered. Other benefits include higher tax collections, less crime, and more 
retail business in the province, according to the government’s irrigation service 
unit. In total, the Philippines have installed 301 pumping units to irrigate 
91,200 acres. 

Two deep wells drilled at an experimental farm near Shiraz, Iran, stimulated 
a “multiplier” reaction. Seeing how the wells made the desert part of the 
experimental farm become productive, neighboring farmers have drilled or 
dug an additional 1,200 wells in the area at their own expense. This has 
brought several thousand acres of desert land into production, including bumper 
sugar beet harvests. The new farm prosperity has stimulated building activity 
in the city of Shirz, including construction of a telephone exchange. This 
“multiplier” effect is a basic concept of ICA technical cooperation. 

In Somalia, an Italian trust territory due to become independent in 1960, 
ICA has assisted in drilling 164 wells to produce water for people and live- 
stock. Pumps have been installed on 96 wells. New irrigation works have 
brought 100,000 acres of land ‘under production for 12,000 farm families. 

Forestry. Advisers in forestry have been assigned to 26 countries to assist 
in land classification, forest and watershed ‘management, tree nurseries, re- 
forestation, and logging projects. In some cases, the use of forest lands in- 
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volves sound grazing management. One measurable phase of this activity, the 
production of tree seedlings, show a total of 24,140,000 seedlings produced in 
nine countries reporting. 

Forest Ranger Schools have been established in Guatemala and Iran for 2-year 
training emphasizing surveying, timber inventory, elementary silviculture, log- 
ging, and reforestation practices. 

In Iran, a plan for forest inventory and management plan was completed 
eovering 100,000 acres of the virgin Caspian forest. The Minister of Agricul- 
ture pointed out this was the first time in the 3,000 years of recorded history 
for Iran that this work has been done. Ten large-scale forest management 
demonstration areas are also operating in Iran. The village society of Deland 
on a cooperative basis has raised the villagers’ cash income by 50 percent and 
constructed a school building from the sale of wood products. 

In the Philippines, a forest products laboratory, established and equipped 
with ICA aid, now is engaged on 90 different research projects. The completed 
work includes the successful fabrication of high quality paper from local woods 
never previously pulped. Some 100 Philippines species have been classified 
with respect to their industrial potential. Other results are control of rattan 
stain and the adaptation of local woods for tool handles, venetian blinds, pencils, 
piano parts, and shoe heels. 

In the Philippines forests, practices have been improved on the vast commer- 
cial cutting operations, with over 1,850,000 acres now raised to the minimum 
sustained yield management level. The lumber industry has publicly endorsed 
the program and is actively improving its woods operations. Forest products 
eurrent rank third in value of all the commodities exported from the Philippines. 

Fisheries—Lack of animal protein is a major dietary deficiency for the 
peoples of Asia, Africa, and Latin America. For many countries, the develop- 
ment of fisheries—marine and inland—has equal or greater potential than 
livestock or poultry to increase the supply of animal protein. ICA presently 
has technical advisers in 12 countries to assist in fisheries projects concerned 
with inland fish ponds, rice paddy fish production, improved gear and methods 
for deep sea fishing and the storage and marketing of marine products. 

Other activities—Certain technical problems in world agriculture require a 
regional approach with the active cooperation of several countries. One such 
problem is the age-old scourge of locusts in the Middle East and north Africa. 

In 1951, Iran was struck by the worst outbreak of locusts in 80 years. An 
appeal or help brought entomologists from the U.S. Department of Agriculture 
under the point 4 program, and from this emergency beginning has developed 
a highly successful regional insect control project. 

Fourteen countries in the Near East, South Asia, and Africa have co- 
operated in this activity to bring under control an insect menace that has 
plagued the area since Biblical times and knows no national boundaries. Al- 
though locusts still must be kept under close watch, the project engineers 
have been able to turn attention to control of other crop pests and also to belp 
establish plant quarantine services. 

The Food and Agriculture Organization of the U.N. (FAO) has been an 
active cosponsor of this project which has included work in India, Afghanistan, 
Lebanon, Iran, Pakistan, Iraq, Jordan, Ethiopia, Libya, Egypt, Turkey, Morocco, 
and Tunisia. 

The U.S. aid, financed by ICA, has concentrated in air spraying. Between 
1951 and 1957 the project helped 10 countries train 83 spraying pilots, 65 
plane mechanics, and 290 local entomology technicians. While the United 
States during that same period, contributed some $4,500,000 to the projects, 
nine countries reported contributions of more than $19 million of their own 
funds. India has its own fleet of spray planes. Pakistan now owns 18 planes 
for air spraying: Iran, 33 planes; and Iraq, 12 planes. 

Another kind of regional activity assisted by ICA is the holding of regional 
workshops on technical subjects such as agriculture extension, home economics, 
youth club work, credit and cooperatives, seed improvement, and water prac- 
tices. As a rule, these workshops are held not oftener than once every 2 years 
for a particular subject on each of the four regions. Aside from their primary 
purpose of exchanging technical data, the workshops have increased substan- 
tially mutual understandings among administrators and technicians from the 
several countries attending each meeting. 

ICA also gives partial support to the Inter-American Institute of Agricultural 
Sciences at Turrialba in Costa Rica, an entity of the organization of American 
States. This regional center serves the countries of Central and South America 
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in research and training fields common to most of them. The ICA sponsorship 
initiated in 1955 has been in the fields of coffee and cacao research and agri- 
culture extension and information training. 


RATE OF AGRICULTURE DEVELOPMENT 


The above illustrations might indicate such progress that the job is about 
done. But the need is so great and the length to which underdeveloped coun- 
tries must yet travel is so long that only a good start has been made. In fact, 
the overall rate of progress in agriculture of underdeveloped countries may 
seem discouragingly slow. The people are undernourished; several million 
new mouths are added yearly to the population; and for the most part countries 
must depend on primary products for foreign exchange. 

Disappointment in the slow expansion is most likely to be expressed by per- 
sons unfamiliar with the processes of agricultural growth or political leaders 
sincerely concerned about the economic development of their countries. But 
expansion of production on a solid front and permanent improvement in rural 
family welfare is seldom accomplished quickly, certainly not in the space of a 
few years. We must not forget our own history. 

In the United States, we have experienced an “explosion” in farm production 
since just before World War II. Farm output in 1955-57 was 40 percent greater 
than in 1938-40. The basis for this revolution, however, began almost a century 
before with the establishment of the land-grant educational system in 1862. 
The legislation for our agricultural research system was enacted in 1887, for 
our agricultural extension system in 1914, and for our modern farm credit 
system in 1933. 

By 1940, the technical basis was well established and many people trained 
for a rapid expansion in farm output after a long buildup time. The economic 
incentives of the war and years following touched off the final stage of the 
technological revolution—on the farm. 

Many of the countries that have been receiving ICA technical assistance 
during the past 10 years or less have economic and social development much 
less advanced than in the United States of 1862. Some have only recently 
felt the advent of the wheel. Some countries, of course, have small sectors 
of agriculture as modern as the 1959 U.S. model but these are isolated local 
exceptions; and the great mass of producers still work with primitive tools. 
They will change slowly as their skill and resources improve. 

The foregoing seeks to illustrate the relatively poor chances for a sudden and 
sharp agricultural expansion for any country. The U.S. increase during its 
unmatched technological revolution was at the average rate of 2.4 percent a 
year. This is little more than the population increases of most underdeveloped 
countries. Greater increases in farm output are possible and do happen for 
particular years and for particular crops, even in relatively backward lands. 
But the steady gains in overall production for a 10- or 20-year period are not 
likely to surpass 3 or 4 percent a year at best. 

But governments in the underdeveloped areas of the world are learning, 
from experience, from demonstration, and from training. All the evidence 
shows they can learn faster with our help. Administration is improving, and 
progress ‘halts only temporarily. Whether the advancement is fast enough, 
only history will tell. Impatience is both a spur end frustration. With techni- 
a py programs the free world is helping farmers of many lands help 

emselves. 


Mr. Saccro. In the next several weeks, additional similar reports 
will be made available covering such topics as health, education, 
industry, transportation, labor, etc. These reports give one a picture 
of imaginative, energetic action by ICA cooperating with .govern- 
ments, schools, farmers, doctors, businessmen, and others throughout 
the world in literally hundreds of success stories. 

This, then, is the broad picture of what we are requesting in the 
various categories of economic assistance; some of the things we have 
accomplished with these programs thus far; some of the improvements 
we are making to do a better job. 

With the indulgence of the committee, I would like to close this 
statement on something of a personal note. I would like to speak 
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briefly, not in the role of an official of the executive branch giving 
testimony before a distinguished committee of the Congress, but rather 
in the form of a sort of testament of one American who has been 
privileged to work with the program and who believes deeply in it 
and in its significance for the future of his country. 

We live in a period of unparalleled scientific, economic, and social 
progress. Since the turn of the century the average per capita income 
of the United States has risen from about $600 a year to about $2,500 
a year. During the same time period, average life expectancy has 
risen from about 47 years to about 70 years. 

The other day it struck me that in the year 2000 the generation that 
succeeds ours will be in their middle age. This fact puts this whole 
program we are discussing in a new perspective for me. What will 
the world be like for your children; for my children? Will they be 
able to look backward over years of progress and relative prosperity, 
and forward with hope as you and I are privileged to do? 

Or will they, God forbid, look upon a shattered world, seared by 
atomic war, if, indeed, they are alive to look at all? 

If this worst of all seadihe contingencies is avoided, what then of 
their world? 

We can estimate that if this country can maintain its present rate 
of economic progress, the average income of the Americans of that 
time will be about two and one-half times what it is now, or something 
~ $6,000 a year per person. But what of the world in which he 

ives ? 

With an adequate and sustained effort, countries can be helped to 
get themselves into a position of self-reliant growth—that is, a posi- 
tion where, without outside hele. they can grow faster in wealth than 
they do in population. We believe that given the resources and the 
effort, most countries in the world can achieve this goal within this 
century. Whether they succeed or fail rests in part upon decisions 
being made in this country and in this decade. If we fail to make the 
right decisions, the great expectations of progress which now enliven 
the hopes of hundreds of millions of people around the world will be 
frustrated. If our decisions are wise, the few islands of self-sufficient 
growth of today may spread to cover most of the earth. 

On the other hand, we know as certainly as we can know anything, 
that in the decades ahead, all over the world, the massive forces of 
international communism will be deployed, using every means, mili- 
tary, political, and economic, to exploit all difficulties, exacerbate all 
tensions, play upon misery and frustrated ho all to the end of 
achieving their announced goal of world domination. They will be 
able to point to relatively rapid economic progress in the Soviet Union 
itself, and in Communist China, without mentioning the terrible price 
in human suffering, human liberty, and human dignity which this 
progress has cost. 

Ladies and gentlemen of the committee, I submit that more than 
anything else, except for the direct avoidance of war, the kind of 
world our children will live in depends on what the United States 
as a nation does in this field of world economic development during 
the next few years. To make this future what we would like it to be, 
we must meet the challenge now. We must do it as thoroughly and 
effectively as we possibly can. 


———— 
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I would hate to think that our children may be forced to say that 
we had left undone anything which we should have done to reduce 
the very real chance that in the future Americans will look out on a 
bleak world of misery and fear and tension and hate instead of a world 
of prosperity and progress and friendship. 

Thank you. 

Chairman Morean. Thank you Mr. Saccio. 

Mr. Saccio, last year, in fiscal year 1959, the technical assistance 
program has $150 million. This year you have requested an authoriza- 
tion of $179 million. 


Are there any new countries entering the assistance program to 


justify this increase in funds? 

Mr. Saccro. In the years 1958 and 1959 combined, there have been 
about seven missions opened and the programs in these countries 
started in 1958 or 1959 are increasing. 

Chairman Morean. Are there any new missions in Africa? 

Mr. Saccro. Yes, sir. Ghana is one of them. Nigeria. There is 
a total increase for Latin America of 25 percent in technical coopera- 
tion programs, essentially not new missions. There is a desire to 
increase our program there. There is about a 60 percent increase in 
Africa itself. The amount is small; I think the increase is about 
$6 million. 

Chairman Moraan. I notice you quote the figure $211 million for 
technical assistance. That includes $179 million and the $30 million 
for the United Nations technical assistance program and what else? 
Mr. Saccro. There is $1.5 million for the Organization of American 

tates. 

Chairman Morean. I notice you mention and give the committee 
credit for the Hays amendment adopted in the committee last year 
which increased from $142 million to $150 million the authorization 
for technical assistance in order to provide $8 million for language 
training. 

Now, you say that the Administration will use approximately 70 
percent of that $8 million ? 

Mr. Saccto. That is right, sir. 

Chairman Morean. What has that $8 million been used for? 

Mr. Saccto. Well, the total amount to be used is about $5.5 million. 
It has been applied in the training of our people, particularly in 
languages, and the training of participants so they can take advan- 
tage of our courses. 

In many areas participants are unable to come for further trainin 
in the United States because they just don’t know enough, either o 
language or basic knowledge of reading and writing or science. We 
have spent some money in increasing their ability so that they can 
come to the United States for the necessary training. 

I think the amounts are divided essentially as far as persons are 
concerned, between our personnel program, about $4,300,000 and par- 
ticinant program, $1 million. 

Chairman Morcan. Thank you, Mr. Saccio. 

Mr. Chiperfield. 

Mr. Currerriretp. Thank you, Mr. Chairman. 

Mr. Saccio, I think you have given us a most constructive statement. 
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I am for this program. I think itis necessary. I believe that if we 
had not had such a program we would have lost many areas around 
the periphery of the Sino-Soviet bloc which are very vital to our own 
security and defense. 

Mr. Saccio, you want to know what the next generation will face 
in the year 2000. I know this much, if the Con doesn’t stop 
deficit spending, this country will be broke long before the year 2000 
and, if not, these young people who were in the back of the room a 
short time ago, will be spending about half their lives either paying 
off or trying to pay off the national debt. 

I haven’t any questions. 

Chairman Morgan. Mr. Burleson. 

Mr. Burueson. Thank you, Mr. Chairman. 

Mr. Saccio, I assume that your description of the efforts to make 
this program better administratively, as you describe in the latter 
part of your statement beginning on page 6, is reference to, a part 
of the directive as of July 8, 1956, followed by a directive of—I believe 
it is Directive No. 6 of April 4, 1957, in which the Director more or 
less admonishes the people actively administering this program to not 
spread their activities so thin; concentrate on those places and on those 
projects which we think will produce the most in return for the for- 
eign policy objectives of this country. 

I assume your statements with reference to the administration of 
the program include all those things, back in 1956 as well as at the 
present time. 

Mr. Saccto. It does, Mr. Congressman. There is no question about 
it. One of our basic princi at is to prevent what we call in our 
vernacular the scatteration of our work. We always have to resist 
the temptation of people who want activity in a new field, and try 
to concentrate our efforts on the basic things that we think should be 
helpful in our work with a country. 

Mr. Burueson. In the directive of April 4, 1957, it says this: 

No project, either new or continuing, be approved in the future without ade- 
quate definition of specific and wherever possible quantitative goals and realistic 
termination dates. 

Is that included in these reforms in the Administration ? 

Mr. Saccro. The rule is in effect today as it has been since the time 
it was put into effect. 

The review that I referred to is a tightening up of the procedures 
but the basic rules established in 1957 and 1958 are still in effect an 
they are followed. What we intend in these rules is that we don’t 
want the mission to start an activity without having a definite purpose 
to accomplish, setting a time limit in which the mission director be- 
lieves that purpose can be accomplished. 

_ That does not mean it cannot be extended, but at least the Director 
is stan himself on record as to the specific job he is trying to 
accomplish. 

For instance, the case I cite in my statement of the University of 
Indonesia; under this rule the mission director presumably would 
make an estimate of the time he thinks the job would take. It is 
just not a continual operation as it would be where we have Univer- 
sity of California matt Sater go to Indonesia and teach people. 
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The point is to build up a school and then be able to leave in charge 
Indonesians capable of carrying out the functions of the school. 

Mr. Burson. I take it that in this directive of 1957 which says, 
projects should be planned so as to accomplish their objectives and permit 
termination of U.S. assistance as rapidly as possible. 

These isn’t a period there, but I am not lifting it out of context. 
I think back at that time we were talking about rendering assistance 
and getting the job over with and reducing this program. Obvious! 
we are not thinking in those terms at all at the present time. e 
are expanding all the time. That is my objection to the program. 

I don’t criticize ICA or the executive department generally for 
some of these weaknesses and errors involved in it. i can see the 
tremendous problem that you have in personnel, for instance. That 
is a big part of it, but there are all these far-flung operations and we 
are continuously expanding. 

That is my objection. “ve are in so many things we just can’t 
cover it all. 

Now, Mr. Saccio, in the latter part of your statement you refer to 
policy of encouraging private investments abroad. Will they not be 
competing with government enterprise. According to this report; 
I am not sanctioning or condemning the report one way or the other, 
but they say that we have dealt with governments, that these projects 
are socialistic projects operated by the government and their contact 
has been government-to-government. 

Now, we are attempting to bring in private enterprise. Will not 
in many places the government programs which we have heretofore 
sponsored and built up compete with the private enterprise we try 
to encourage to go into the country ? 

Mr. Saccro. This is the purpose we are trying to accomplish by 
pinpointing the responsibility in one top official in the agency. It is 
going to be the job of this ohhce aunt it 1s not an easy one as you have 
indicated by what you have said—to find out how best we can make 
private enterprise the main source of development in a country. 

We are always up against the problem of countries wanting to do 
these things themselves—they fear for historical or other reasons— 
they may call it “colonialism” or “foreigners” taking over the country 
or what have you; they fear the participation of private investors 
without the close control of the government. 

But within my own experience, I know that there is a definite turn, 
at least in one or two countries that I was able to get to, where the 
people in the government themselves were saying, “We have bitten 
off too much. We know we can’t do it. We have got to find people 
who will do this for us.” 

Now, these are governments with backgrounds that are not exactly 
compatible with : eno concepts, but they have realized that the 
grandiose plans of building all sorts of plants, controlling commerce, 
pushing foreigners out, just doesn’t work. 

One official said to me, “We have bitten off too much to chew. I 
wish we had people who could do this sort of job for us and they 
would get it done without our having to be in it, financing it and 
running it.” 

I am not saying that we have a rosy future here because we have a 
long history of difficulty in this area, but I maintain that if the 
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rivate enterprise office does its job, as I neg it will do, we will 
ind means by which local private enterprise begins to get on its own 
feet and does the major part of the job in the country itself. 

Chairman Morean. Mrs. Bolton. 

Mrs. Bouton. Thank you, Mr. Chairman. 

May I begin just by asking about the help you are giving 
to American schools abroad? That has been pinpointed. 

Have you given any consideration at all to the efforts in Liberia 
and in North Africa? Have you helped the Liberian University ? 

Mr. Saccro. We have a list of the schools we are programing to 
assist in 1959. It is at page 58 of the nonregional book. I can give 
them to you right now. 

The American Community School in Buenos Aires in Argentina; 
the American Cooperative School in La Paz; the Osorno College; 
the American School in Nicaragua; the American School in Tangier; 
the Anglo-American School in Oruru; in Chile, in Guatemala, Beirut, 
Djakarta. 

Mrs. Botton. The Tangier School is the only one you are doing 
in Africa? 

Mr. Saccro. Yes. This is the first year of the program, Mrs. 
Bolton, and we set aside $3 million to start this job, and we think we 
are making a good start. 

Mrs. Botton. $3 million to start the school in Tangier ? 

Mr. Saccto. No; for the whole program. We are asking for $2 
million more for a total of $5 million for fiscal year 1960 to assist 
these and other schools. 

Mrs. Borron. I think it is a very useful effort for us to make. 

Mr. Saccro. As I cited in my statement, the efforts of AUB, of 
course, have been magnificant. 

Mrs. Bouton. It has been going for a hundred years and has been 
doing a good many things. 

Mr. Saccro. It has been going for a long time. 

Mrs. Boiron. Would you give us an idea about some of the programs 
that you feel have been effective, not just technical assistance, but 
some of the very much larger programs. What about dams, fertilizer 
plants and highways? 

Mr. Saccro. Well, I had proposed to give the statement on Taiwan 
specifically, but in lieu of that, I have a list of projects in Taiwan 
which are over $500,000 which we think are successful projects. 

Mrs. Boiron. You would say then in answer to my question that in 
Taiwan you have done a very successful job? 

Mr. Saccro. We think so. 

Mrs. Botton. Anywhere else ? 

Mr. Saccrio. We think we have done a very good job in Korea. I 
have seen myself, personally, the nations of the Far East and South- 
east Asia where I think we have done very well in helping those 
countries maintain economic stability and in the projects that I have 
seen; the roads in Vietnam are very well done. The training that 
goes into those projects—you realize we don’t build roads without 
training people to take care of them—is remarkable. 

They are handling much of the work themselves. I think overall 
from my own direct experience, I would say “Yes,” 

Mrs. Boucon. The reason I am asking is that all of the reports 
that have come to us of the work have been critical. They have had 
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very little to say about the effective, good results and I hope that 
perhaps you will think up a few more, or tell me where to find them 
so we can have more of those in the record. 

I think it is important that the people of America should know 
that we are not just going around the world dealing with a lot of 
fakers. We are doing a great many excellent things. 

Mr. Saccto. I shall endeavor to do so for the record. 

Mrs. Bouron. That will be very helpful to us on the floor because 
we are faced with a great many critical reports. 

Mr. Saccio. May I submit this list here of five very good projects, 
including a power station, and a powerplant ? 

Chairman Morean. Do you wish that list in the record ? 

Mrs. Bouton. Very definitely. 

Thank you, Mr. Chairman. 

(The document referred to follows :) 
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ILLUSTRATED COMPLETED CAPITAL Progectrs WitH U.S. Dotzuar Arp FINANCING 
oF $500,000 on More 


TIEN LENG HYDROELECTRIC POWER STATION 


This station is located on the Tachia River, which twists down from the 
mountains of central Taiwan to the western plains, and provides the most 
promising sites for hydroelectric power development on the island. 

Originally designed for four 26,500 killowatt generators, the Tien Leng station 
was partially constructed by the Japanese during the early years of World War 
II but left uncompleted. 

ICA dollar aid totaling $4.1 million was provided in fiscal year 1951 and 1952 
in order to complete the construction of the station and installation of the first 
two generating units. The first unit went into service in September 1952 and 
the second unit a year later. 

The next step was to install a crest gate on the dam to provide increased 
storage capacity and to install a third generator of 26,500 kilowatt capacity. 
ICA dollar aid funds totaling $600,000 were provided in fiscal year 1954 for 
this phase of the project, which was placed in operation at the close of fiscal 
year 1956. 

One of the first hydroelectric projects in Taiwan to receive ICA assistance, 
this station represented a major achievement in the effort to stepup electric 
power capacity as a basis for industrial development. 


NANPU THERMAL POWERPLANT 


This project involved the construction of a thermal power station and instal- 
lation of equipment with a power generating capacity of 80,000 kilowatts, at 
Kaohsiung in southern Taiwan. Because of the unreliability of hydroelectric 
power generation during the dry seasons, it has been necessary to develop sup- 
plementary thermal power capacity operated with locally produced coal. The 
city Kaohsiung, which is a major seaport and a rapidly developing industrial 
center and user of electric power, was chosen as the site of this thermal plant. 
as the result of a survey conducted by Chinese and U.S. engineers. 

The project was planned and developed in two stages of 40,000 kilowatt ca- 
pacity. ICA dollar funding of the first unit, totaling $6.4 million, was initiated 
in fiscal year 1953 and completed in fiscal year 1955; for the second unit, ICA 
dollar funds of $5.2 million were obligated in fiscal year 1955 and fiscal year 
1956. The first unit entered operation in November 1955 and the second unit 
in June 1958. 

KAOHSIUNG AMMONIUM SULFATE WORKS 


The purpose of this project was to expand the plant’s production of ammonium 
sulfate fertilizer from 20 to 100 tons per day, and of anhydrous ammonia for 
other types of fertilizer to 25 tons per day. U.S. dollar aid totaling $1.9 million 
was provided in several stages beginning in fiscal year 1951 with the largest 
amount supplied in fiscal year 1952 and smaller amounts in fiscal year 1953 
and fiseal year 1956. The complete project was placed in operation in fiscal 
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year 1957. The increased production of this factory provides annually about 
33,000 tons of fertilizer which would otherwise have to be imported, thus causing 
a drain on Taiwan’s slender foreign exchange resources. This project repre- 
sents one of several in which ICA financing is helping to utilize locally avail- 
able raw materials to build up local production of fertilizer, which is now 
Taiwan's largest single import item. 


CHIA HSIN CEMENT PLANT 


The purpose of this project was to construct and equip a Portland cement 
plant with an annual production capacity of 100,000 tons, in order to help supply 
sizable local requirements, both military and civilian, and to provide a means 
of increasing foreign exchange earnings through exports. 

The manufacturing of cement is one of the most promising industries in 
Taiwan utilizing local raw materials, in this case limestone. U.S. dollar aid 
funds totaling $1.9 million were made available for the Chia Hsin plant in 
fiscal year 1955 and 1956, and commercial operation of the plant began in fiscal 
year 1958. The output of this plant served to increase domestic production of 
cement by about 20 percent. The Chia Hsin Cement Corp., sponsor of the 
project, is a privately owned enterprise. 


TORULA YEAST PLANT 


The purpose of this project was to utilize molasses, a byproduct of the sugar 
refining industry, to blend with other ingredients, all locally available, for the 
production of animal feed of high protein content. A plant was established 
at Hsinying in southern Taiwan on the site of an old alcohol refinery, utilizing 
parts of the old refinery buildings and equipment. 

U.S. dollar aid funds of $550,000 were provided in fiscal year 1954 for ma- 
chinery and equipment and the plant was completed in December 1956. With 
an annual production capacity of 14,000 tons, the plant is thought to be the 
largest yeast factory in the world and is expected to effect savings in foreign 
exchange used for imports of soybeans which have heretofore constituted the 
chief material for hog feed. ¢ 

HSILO BRIDGE 

This project covered the supply of structural steel and other tools and 
materials necessary to complete the Hsilo bridge in central Taiwan. This 
bridge constitutes an important link in the main highway system on the west 
coast of Taiwan. Without the bridge, a long detour was required in the rainy 
season for all traffic on the main west coast highway. The Japanese constructed 
concrete piers and abutments for the bridge, but left the rest of the project 
unfinished. 

U.S. dollar funds of approximately $1.3 million were made available in fiscal 
year 1951 to purchase structural steel and other materials. Erection of the 31 
steel spans was begun in May 1952 and completed in December of that year. 
Completion of the bridge, which is believed to be the longest highway bridge in 
the Far East, provided sufficient space for a reinforced concrete roadway and 
also for a single track of the Taiwan Sugar Corp.’s railway. 

Chairman Morean. Mrs. Kelly. — ; 

Mrs. Keity. You have $2.3 million for payment of ocean freight 
charges. , : ; 

Do you have the total freight costs under this entire pro iY 

Mr. Saccto. I don’t have that figure with me, but the last time I 
looked at it it was something like $90 million or $100 million. Iam 
not too sure of that. 

Mrs. Ketiy. Could we get it? 

Mr. Saccto. Surely, 

(The information is as follows :) 


Total freight cost in fiscal year 1958 was $100 million. 


Mrs. Ketiy. I assume you are acquainted with the bills that we 
have before us. On page 8 could you address yourself to how section 
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516 is going to affect this program? It says counterpart may be used 
without regard to the restrictions. 

Mrs. Bouton. May I interrupt the gentlewoman for a moment to 
say we can’t hear a single word $ 

Mrs. Ketty. Did you hear me, Mr. Secretary ? 

Mr. Saccro. I think I did. I have your question here. You mean 
page 8 of the bill, which refers to the provision on debt retirement? 

Mrs. Ketty. Section 516. The administration amendment to the 
Mutual Security Act which we are considering ? 

Mr. Saccio. Yes. 

That provision is in there for a very special situation aera 
one country, on which we can give you the details. It has to do with 
counterpart in a country where it had been set aside for years, and 
the solution of the problem of handling the counterpart is one in 
which we think it is better to allow its use for debt retirement than 
for any other purpose. 

The facts on that situation will be given to you in executive session 
because we didn’t want to mention the country itself, so then this 
idea will not spread to others. 

ts Ketiy. It wouldn’t mean that they would be canceled, would 
it 

Mr. Saccro. The debts would be paid off by the counterpart. 

Mrs. Ketity. Would it mean by any chance that the counterpart 
could be canceled ? 

Mr. Saccro. In effect, the counterpart is now owned by the country. 
Let’s say it is $10 million. That is an account which they cannot use 
without our permission, as is the case with all country-owned counter- 
parts. They take the counterpart and pay off a government debt which 
exists—for other reasons which have nothing to do with the aid 
program. It is an outstanding debt of the country. 

Now the theory behind it is if the counterpart is used in any other 
way it would be inflationary to the economy. It has been frozen fora 
good long number of years because we and the country have agreed 
je there is no particular use for the counterpart without inflationary 
eilects. 

Mrs. Ketty. Can you tell me how much has been frozen over the 
years 

Mr. Saccio. In this particular section there is a limited amount, 
but I think we ty, sae and gave you the figures last year of the 
total amount being frozen. I haven’t got those clearly in mind right 
now, but they involve three or four countries, 

Mrs. Ketiy. Can you bring those up to date this year? 

Mr. Saccio. Certainly. 

Mrs. Ketiy. And what country ? 

Mr. Saccio, Certainly. 

Mr. Hays. Would you yield ? 

Mrs. Kexty. Yes, I yield. 

Mr. Hays. Are you aware that at one time the Congress gave some 
pretty specific instructions about not paying off debts of other coun- 
tries with funds belonging to this country when our national debt is 
increasing? Back around 1949 or 1950? 

Mr. Saccro. That is a provision of the law. We have not paid off 
any debts. 
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Mr. Hays. If you let them use counterpart to pay off the debt, you 
are doing it. You are sort of going around the law. 

Mr. Saccro. We have asked permission to do it in this particular 
case. We do not have authority to release counterpart for debt pay- 
ment. 

Mr. Hays. Of whom did you ask permission ¢ 

Mr. Saccio. We are asking for it now. 

Mr. Hays. In this bill? 

Mr. Saccio. That is right. This is for your consideration, sir. 

Mrs. Ketuy. Mr. Saccio, in section 413 of the basic law, we em- 
phasize that the United States must encourage private enterprise and 
so forth and private channels of trade. 

As I understand it, most of these programs are initiated in the 
foreign country; is that correct? What effect would it have on the 
program if we initiated that contract in the United States ? 

Mr. Saccro. When you say a program is initiated in the host 
country, my answer to you is “Yes,” based on the fact that usually 
the request comes from the host country. 

Now, whether the implementation is performed overseas or in this 
country doesn’t follow automatically. It may be done here—for in- 
stance, in the case of a contract for construction of a road or plant, 
the contract may be negotiated here in this country. 

Now, as far as the purchases of commodities and the import pro- 
gram are concerned, we authorize the Government to issue certificates 
to private importers who pay local currency, get foreign exchange to 
purchase commodities on a free worldwide basis. 

Now they may buy any place and they are supposed to because 
they are supposed to get it at the lowest cost. If it is cheaper to buy 
some in Europe, it comes from there. If it is cheaper to buy in 
America, they buy here in the United States. 

Some of the procurement is done through our own GSA, some we 
do ourselves, but the vast majority of commodity procurement is 
through private channels of trade. 

Mrs. Ketxy. This is just what I am trying to find out, Mr. Saccio: 
In all of these programs would it be possible to, instead of notifying 
the government or the host country, as you refer to it, that the United 
States is going to give them credit to buy X number of dollars worth of 
wheat or eo Could not this be initiated in this country instead 
oF notifying the host government? In that way, I believe costs could 

cut. 

Mr. Saccrio. Well, if I can get at the problem that you are 
addressing: 

Mrs. Kexiy. Let me give you an illustration. Let’s say we are 
going to give X country a certain amount of wheat or anything else 
and we notify that country. 

Mr. Saccio. Let’s take something else. You have to buy wheat. in 
this country. 

Mrs, Ketiy. Take anything you want. Call it X or Y. We notify 
that country we are going to do that. Then that government notifies 
the importers that they are going to do this.. That initiates in that 
country and I feel there is a great deal lost by that. 

Why can’t we notify the people in this country and have the eontract 
start here ¢ 











250 MUTUAL SECURITY ACT, 1959 


Mr. Saccro. People in this country are fully notified as to what is 
being purchased. They have to be. We insist on it. 

Mrs. Ketiy. The importer of X country after it is assigned to him 
comes over here, negotiates with U.S. exporters, and the contract is 
agreed to. I believe the contract should be reversed. 

Mr. Saccto. Well, we have an office from which a notice immediately 
goes out. We don’t have to wait for anybody else to tell us to give 
the notice. It goes out to the trade here in the United States that so 
much is going to be bought and they are fully aware of it. They 
watch for the announcement of the purchase. 

Chairman Morean. The gentlewoman’s time has expired. 

Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Saccio, I would like to take this opportunity to commend you 
on what I think is one of the finest presentations on the economic sec- 
tion of this proposed legislation that I have listened to. 

Mr. Saccto. Thank you, sir. 

Mr. Merrow. At the bottom of the first page you have pointed out 
that 60 percent of the Federal budget presented to this Congress is 
devoted to implementing the security measures to meet the threat to 
world peace. Most of the funds requested, over $43 billion, are to 
maintain our own immediate defenses, and the smaller budget for 
the essential part of the mutual security appropriations, namely, the 
$3.9 billion, is being requested to meet the same threat and so on. 

You said, “equally essential.” By that do you mean that the appro- 
priations in this area are as important as any money that we spend in 
the Army, Navy, Air Force, and so on? 

Mr. Saccro. I think so, sir. 

Mr. Merrow. Do you feel that the economic front in this universal 
struggle is as important as the diplomatic front or the military front ? 

Mr. Saccro. Without doubt, sir. 

Mr. Merrow. Doesn’t it follow that if this $3.9 billion is a part of 
our defense program it is actually a small part of it? 

Mr. Saccro. It isa small part. 

Mr. Merrow. When you compare $3.9 billion with $40 billion in 
other areas. 

There is an impression that great spending is taking place in the 
field of what is commonly called foreign aid; I think it ought to be 
called American aid. The big money isn’t in that field, it is somewhere 
else, isn’t it ? 

Mr. Saccro. That is true. 

Mr. Merrow. It is rather interesting to note that since the last war 
the figure that would correspond to the “over 40” that you mention 
for immediate defense runs somewhere in the neighborhood of $423 
billion and that all the aid dating from UNRRA up to the present 
time, even with the various lending agencies thrown in, comes to 
about $70 billion. That doesn’t take into account money spent in * sd 
country for producing items used in our overseas programs. Nor does 
it include repayments on loans which would make the outlay even less. 

If you take that comparison, the big money is still not in these aid 


programs, would you say? 
Mr. Saccro. That is right, sir, and from the other approach, Con- 
gressman Merrow, this is the reason I cited the case of Taiwan. If 
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we hadn’t taken the precautions and prepared for that sort of even- 
tuality, I am sure we would have had a lot more of a bill when we got 
through with that operation than we did. 

The Chinese were able to take care of this almost alone—with our 
backing, it is true. We were there, but we didn’t have to do the 
fighting. 

Mr. Tissaow: I thought that illustration was particularly apropos. 
That was a good illustration of what defense support has done. 

In your opinion if we hadn’t done that, then we wouldn’t be in the 
position we are now in ? 

Mr. Saccio. That is correct, sir. 

Mr. Merrow. I want to refer to page 5 of your statement for a mo- 
ment where you mentioned Laos and Cambodia. You say they must 
have substantial economic assistance if their independent existence, 
as well as their defense contribution is to be maintained. 

Are those two countries making a contribution to defense? 

Mr. Saccto. It is our feeling, sir, that if these countries lose their 
independence that we will probably lose the entire area once known 
as Indochina. 

The fact is that the situation in Laos today is so improved over 
what it was 2 or 3 years ago that we should point with pride to the 
work that has been done there. 

Now, with this constant probing, as you well know, people cross 
the border; if there is no resistance, they will go further. 

Now we are not going to have American soldiers line those borders 
to protect other countries. It is impossible. We wouldn’t stand for 
it in this country. You would need more than the 3 million men 
now covered by defense support here. And the fact is, if you put 
American troops in there, thebs countries won’t stand for it either. 

They don’t want foreign troops there, they want to protect them- 
selves and that is the kind of job we are doing. We are trying to get 
them to realize that they are independent, that they can take care of 
themselves if they only apply their effort and we will support them 
in their efforts to do so. 

I think the bill is small compared to what it would be if we tried 
to do it ourselves. 

Mr. Merrow. I am glad to get that estimate of the situation. Al- 
though there have been some criticisms of the program, corrective 
measures have been taken. The benefits that we have derived in 
terms of national security are tremendously important to us. 

Mr. Saccio. Yes, sir. I believe that firmly. 

Mr. Merrow. On page 7 you speak of special assistance, region by 
region. The countries that are receiving defense support, are they 
getting any special assistance ? 

Mr. Saccio. No. Except for activities like malaria eradication, no. 

Mr. Merrow. Special assistance is separate, is it not ? 

Mr. Saccrio. That is right. Defense support countries are coun- 
tries where we have military assistance programs. 

Ray Merrow. There is one thing more, Mr. Chairman, if I have 
the time. 


On page 13 at the bottom of the page, you spoke about the number 
of doctors available. 
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The significance of this progress can be measured by the fact that Indonesia, 
a country of 87 million people, only has about 1,200 physicians altogether. 

This averages 14 physicians for each million people. 

In connection with that, I would like to ask this: If we didn’t have 
the Communist threat, if there were no other reasons for carrying on 
the program, wouldn’t we, in view of the distress, the illness, the pov- 
erty in which these people find themselves, have a moral obligation to 
do something ? 

Mr. Saccio. I should think so, sir. 

Chairman Morgan. The gentleman’s time has expired. 

Mr. Hays. 

Mr. Hays. Mr. Saccio, in your statement you used the word “re- 
cruiting” atime ortwo. Do you recruit for people? 

Mr. Saccto. Yes. We have to go out and look for them, sir. 

Mr. Hays. Suppose a really dedicated university graduate who 
knew something about foreign affairs and had some experience wanted 
to work for your organization, how would he go about it? 

Mr. Saccio. We have regular procedures of interviews. We have 
people in the personnel department. We have a division which in- 
terviews people for executive posts and we have the regular personnel 
department for technicians and other posts, both in the United States 
and overseas. 

Mr. Hays. Do you have to get the recommendation of somebody 
down at the Republican National Committee ? 

Mr. Saccro. No, sir. 

Mr. Hays. How long have you been with this organization, Mr. 
Saccio? 

Mr. Saccro. Four years. 

Mr. Hays. How did you get your job? 

Mr. Saccro. I came down and looked for it, sir. I left a company 
in New Haven after 11 years of service as general counsel and officer 
of the corporation. I decided to come down to Washington for rea- 
sons that were connected with the organization. I sought a position 
in various Government agencies and came to ICA. 

Mr. Hays. Did you have to get anyone’s recommendation to get 
your job? 

Mr. Saccto. I sought it, sir. 

Mr. Hays. And did you get it? 

Mr. Saccto. I did. 

Mr. Hays. From Mr. Hall or some of his subordinates ? 

Mr, Saccro. No, from the people I knew in Connecticut. 

Mr. Hays. That would be Mr. Alcorn ? 

Mr. Saccto. Yes, I think he was in charge there at that time. 

Hays. And the organization you were with before was Berger 
Bros. 

Mr. Saccio. That is right. 

Mr. Hays. That is a corset manufacturer? 

Mr, Saccto. That is right. 

Mr. Hays. Well, perhaps there is some connection between that 
business and defense support. 

_ Mr, Sacoto. They were known as Spencer supports, sir. 
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Mr. Hays. I see in the paper that somebody is going to recommend 
or has recommended, or it has already been closed out, I understand, 
a grant of $6,600,000 for the Government of Haiti. Do you know 
anything about that? 

r. Saccio. I do. 

Mr. Hays. What are they going to use that for? rt af 

Mr. Saccio. Mainly to tide them over their rugged economic situ- 
ation this year while the present government is attempting to obtain 
political stability. 

Mr. Hays. Is any of that money going to be used to pay off any 
loans that they have secured from private bankers ¢ 

Mr. Saccio. No, sir. 

Mr. Hays. Would any of that money be used to pay the various 
lobbyists that they have around at prices from $50,000 to $150,000 a 

ear ¢ 
. Mr. Saccio. Every dollar of the money will be controlled by an 
ICA representative. That is one of the conditions of our helping 
them. 

Mr. Hays. But presumably this money could replace—they have 
te get this money somewhere to pay the people that they have on the 
payroll, including both members—I guess, from what I read, the 
names—both parties—they have to get those dollars somewhere, don’t 
they, and presumably some of this could be used to replace that 
money ¢ 

Mr Saccio. I am not sure that we go into their privy purse and 
see what they are doing with all their money but obviously the money 
we give them we want spent for very specific purposes and we will 
be sure they are spent for those specific purposes. 

Mr. Hays. When you are giving them this money, would you give 
them any advice about not paying out huge sums to lobbyists up 
here ¢ 

Mr. Saccio. I hadn’t been thinking of doing so, sir. I don’t know 
anything about money that they are supposed to be paying to 
lobbyists. 

Mr. Hays. Well, there is a story this week in one of the news maga- 
zines that named names. I don’t recall them. John Roosevelt was 
one and a fellow by the name of Willis was another, who was former! 
down at the White House and there are three or four others, I think 
six in all listed, and the fees they were getting ranged from $50,000 
a year to $150,000 a year. And I don’t recall the total, but it ran 
around a half million dollars. 

Now, do you think any of these people could do them any good in 
getting money from the government? Apparently that is what they 
are hired to do. 

Mr.-Saccio. I assure you, any money we agreed to give the Gov- 
ernment of Haiti was not influenced by any lobbyist or any person 
on their payroll or anyone hired for that purpose. 

Mr. Hays. Don’t you think it would be wise to tell them it not only 
wouldn’t influence you, but could influence Congress against giving 
them any money if it is known they are spending money lavishly for 
this purpose ? 

Mr. Saccio. Yes, sir. 
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_Mr. Hays. Don’t you think that would be a good piece of advice to 
give them ? 

Mr. Saccto. I think it would be a very good piece of advice. 

Mr. Hays. Can we count on your seeing that they get that advice? 

Mr. Saccio. I shall endeavor to tell them that. 

Mr. Hays. That is all. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Saccio, I am glad to see the investment guaranty program is 
at last getting off the ground in a better way and that you issued 
$212 million worth of guaranties this year. To what do you attrib- 
ute the large increase this year over previous years? 

Mr. Saccio. I think it is a result of the good publicity that has 
been received by one means or another—particularly the hearings be- 
fore this committee; the spread of information and knowledge about 
the program after years when it was practically unknown; the good 
publicity given in newspapers such as the Journal of Commerce and 
the Wall Street Journal] which are read by businessmen. 

This has all accumulated, I believe, to the point where people have 
— to realize the helpfulness and the usefulness of this program. 

fr. Jupp. Are most of these new guaranties in the original fields 
of currency convertibility and against expropriation? Or are they 
guaranties against losses in war? You will remember we broadened 
the scope to include the latter. 

Mr. shee We have applications for about $160 million for losses 
due to war. None of them yet have been put into effect because they 
have made their applications and the staff is going through the proc- 
ess of checking out their investments. All of those I cited are of the 
old kind for expropriation and convertibility. 

Mr. Jupp. When we revised the law the last time, we made it pos- 
sible to issue guaranties for practically everything except business 
losses. We felt that was advisable and we hoped it would have the 
effect it has. 

I wondered if countries like India, for example, are taking advan- 
tage of this broadening. I talked to some Indian leaders about it 
suggesting that if they want it, they ought to be able to get private cap- 
ital and large quantities from private investors under this invest- 
ment guaranty program. I just should like some information now 
or later as to whether these countries have taken advantage of it; 
they themselves going to private banks or private sources of capital, 
asking those sources to loan them money under investment guaran- 
ties. If you haven’t it available, I wish you would put it in the 
record. 

Mr. Saccio. We shall, sir. 

Mr. Jupp. I want to see whether or not our hopes and our faith 
were vindicated. 

Mr. Saccro. India has signed the bilateral agreement which per- 
mits this. There are about $14 million worth of applications pend- 
ing now for that country. 

r. Jupp. They are getting a large amount of our money and they 
need a large amount because theirs is a big country, but they should 
explore this private field perhaps more than they have. 
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On page 26 you are talking about the remarkable accomplishments 
in Taiwan. Some of us believe that the single biggest reason’ for 
that is that the JCRR setup, which is a joint operation, whereby their 
Government and ours work together with real effectiveness. Could 
you tell me why, despite the nudgings from this committee over the 
years, this pattern has not been followed or adopted in any other 
country ¢ 

Is it because our people don’t want to work jointly with nationals 
of the country, three of them and two Americans? If so, why don’t 
they? It is the most successful program and yet they don’t use it 
elsewhere. 

It wouldn’t be in Taiwan, either, if this committee hadn’t forced 
it. I have raised this question almost every year, without satisfactory 
explanation. 

r. Saccro. I think despite the fact that our activity may not have 
taken the form of the JCRR specifically, that the vast part of our 
activity in most of these countries is on a joint basis. 

Now, sometimes it works and sometimes it doesn’t. The Servicio 


- is a joint operation and it is common throughout Latin America. 


The industrial cooperation we establish—take the Japan Productivity 
Center, that is the result of a joint activity. We have moved out 
because we feel very strongly that once the agency is operating on its 
own that the American should disappear. 

I think the industrial center in the Philippines is a good example 
of joint work. 

We always emphasize, and I think we should continue, that we will 
participate to a certain point, but we are going to slip out and let 
them carry it on themselves. 

This is one of the difficulties, I think, that we should be careful of, 
that is, as the institution grows it is expected that we continue to be 
there, either our people or our money. 

Now I am for joint actions but not forever. We ought to slip out. 
We ought to let these people do things themselves. 

Mr. Jupp. That is right, and if they are the majority on the com- 
mission they are not going to turn more and more to us. They have 
a real sense of pride in the fact they are working at this themselves, 
which nationals don’t have in many of our programs elsewhere. We 
run across that constantly. The very fact that the American may 
know more about an operation than they, is more efficient at the outset 
because he has more experience, to some extent underlines their back- 
wardness in a way which is humiliating to them and self-defeating 
to ourselves. 

On page 18 you refer to the Draper report which says we have not 
developed the well-trained corps of personnel required to carry out 
such a farflung program with efficiency and so on. 

This is the real bottleneck in the program, the sho of suitable 
personnel. Don’t you feel that you perhaps are expanding technical 
cooperation too fast when you propose to go up 25 percent in 1 year? 

I think that is about the most valuable of our programs and twice 
before this committee has had to cut down too ra id expansion. Those 
in charge were trying to go faster than they had the personnel to keep 
up with. If you keep your supply of personnel aheiief the program, 
you will be farther ahead in the end. But here again you are expand- 
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ing the program 25 percent in 1 year and you haven’t got the 
trained personnel to man that, have you ? 

Mr. Saccro. This is some of the work we have done this year, with 
the help of the funds initiated by this committee. We have done a 
much better job of getting the people in advance. 

I agree with you that if we can’t handle it, we just shouldn’t in- 
crease that much and the programing will depend on the availability 
of people. 

Mr. Jupp. I just think we will make more solid growth if we don’t 
try to press too fast a thing like technical assistance, which is almost 
all a matter of personnel, not of commodities or machinery. 

Chairman Morean. The gentleman’s time has expired. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

I note on page 21 of your statement you point out that the pipeline 
is showing a decreasing trend. 

I assume there you are speaking of economic aid only ? 

Mr. Saccro. That is right. 

Mr. Setpen. Is that a decrease from 1958 to 1959 or is it a trend 
over a period of years? 

Mr. Ranins. I had specifically in mind a decrease in 1959. I think 
we can give you the figures for a long period of time, but I think 
that this is just one piece of evidence. It is not a conclusive piece of 
evidence that we are doing a better job when we obligate funds—when 
they do not stand around unused. 

Mr. Sevpen. Well, the figures I had—and I wondered if they were 
correct or incorrect—indicated that from 1955 to. 1958 there was an 
increase in the economic pipeline and that there was a decrease from 
1958 to 1959 but it was exclusive of the amount not obligated in the 
Development Loan Fund. 
one Saccro. These figures are exclusive of the Development Loan 

und. 

Mr. Seipen. I assume the Development Loan Fund took over some 
of the economic aid that might have been included in the increasing 
aoe in other years. Am I correct in that? 

r. Saccto. The Development Loan Fund did take over types of 
aid which formerly we administered, but the figures that we have 
here are solely ICA, not DLF. 

Mr. Sexpen. So actually there has been no decrease in the pipeline 
as far as economic aid is concerned or included ? 

Mr. Saccro. When you include DLF, sir? 

Mr. Setpen. Over the past 5-year period. 

Mr. Saccio. When you include DLF ? 

Mr. Setpen. Yes. 

Mr. Saccto. That is correct, sir. 

Mr. Sexpen. One other question I wanted to ask you in connection 
with the section that Mrs. Kelly went into a little earlier. That sec- 


tion relates to the prohibition against debt retirement with counter- 
part. 

You stated there that there would be no inflationary trend if the 
money were used for debt retirement. 

Why would there be no inflationary trend if counterpart funds 
were used for debt retirements in certain countries ? 








aun Gt AA .4../ 








MUTUAL SECURITY ACT, 1959 257 


Mr. Saccro. Well, I am sure I couldn’t answer that expertly. As 
I understand it, if the money is actually spent—in other words, put 
out in circulation without any goods being put into the economy at 
the same time, it would have an inflationary effect. These funds have 
been frozen for a good number of years because of that. 

Mr. Sevpen. The passage of this section that is in the bill would 
release counterpart funds for debt retirement, as I understand it. 
Is that correct ? 

Mr. Saccio. That is correct. 

Mr. Sevpen. Would that not cause an inflationary trend in coun- 
tries where those counterpart funds are released ? 

Mr. Saccro. I am advised that it would not be so. 

Mr. Setpen. Why? Could anyone tell me? 

Mr. Saccro. It is just a matter of cancelling the notes that are out- 
standing with the Government’s central bank. 

Mr. Seven. Do you intend to use this in any specific countries ? 

Mr. Saccto. Yes, we have one country specifically in mind which 
we would like to take up with the committee in executive session. 

Mr. Sevpen. However, as this section is written, it would apply to 
any country, would it not ? 

Mr. Saccto. Where such a situation obtained and the President 
decided that this was the best course of action to take. 

Mr. Setpen. I presume from what you have said it would be better 
to go into the details of this in executive session ? 

Mr. Saccto. Yes. 

Chairman Morean. The gentleman’s time has expired. 

Mr, Fulton. 

Mr. Futron. May I also add my opinion that the gentleman has 
given us an excellent statement and join with Mr. Merrow in com- 
plimenting you ? 

Mr. Saccto. Thank you, sir. 

Mr. Fuuron. I believe the ICA is and has been doing overall an 
excellent job and that we who are interested in foreign affairs of the 
United States should be especially grateful for the open-mindedness 
of the agency in moving ahead and trying to correct any defects 
which must occur in a program of this size. 

May I add a double compliment on that? 

Thirdly, I believe that it is wise that we have heading this program 
pa who are experienced in diplomacy as well as in law and in 

usiness, and I hope that we have other people from management 
and labor who do take an active part and try to get the efficiency as 
high as we all want it. 

want to compliment the gentleman on his background in Con- 
necticut in the field of law. It is a very good profession and I 
believe you have added very much to the  haanananens because of your 
background, to the position which you hold. 

I also want to congratulate the President upon appointing » US. 
Ambassador to Greece, Mr. James Riddleberger, as the new Director 
of the ICA program, and I believe that he will be an excellent 
manager of this tremendously difficult problem that we have. 

May I ask, Mr. Saccio, when will Mr. Riddleberger be expected to 
take responsibility in the ICA as Director? 

Mr. Saccto. Sometime in the middle of April, sir. 
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He has returned to Athens in order to close business there and say 
his farewells. 

Mr. Fu.ton. So when this program is complemented by legislation 
for the fiscal year 1960, Mr. Riddleberger will already have been in- 
stalled and been operating for several months prior to June 30 in 
this fiscal year. 

Mr. Saccio. That is true, sir. 

Mr. Futron. May I also compliment the committee on having two 
of the four physicians in the House in contradistinction with In- 
donesia, as against 14 physicians for 87 million people. We on this 
committee have two physicians for 32 members. As a matter of fact, 
with four physicians in the House and one in the Senate, with 536 
congressional members, we would seem to have two-fifths of the total 
physicians watching out for us and watching out for this program. 

want to compliment Dr. Morgan and my next-door neighbor here, 
Dr. Judd, for being on the committee and being so interested. 

May we finish with this: The amount of the economic aid under 
this program is a very small percentage of gross national product 
of this country. If the gross national product during the current 
calendar year amounts tc around $440 to $450 billion—is that right? 

Mr. Saccro. That is correct. 

Mr. Furiron. Would you put in what that percentage is? It is much 
less than 1 percent, isn’t it ? 

Mr. Saccio. It is approximately one-half of 1 percent including the 
Development Loan Fund. 

Mr. Futron. So in variation, merely within the economy itself, for 
factors which we cannot judge at this time, it is much more than a 1 
percent variation. So if there is inherent in the economy itself a factor 
of change greater than 1 percent, and the economy seems to be pretty 
strong at the same time, you would then be able to say that a variation 
of less than 1 percent would have no effect upon the destruction of 
the economy because it already has factors in it of much greater size 
and it doesn’t fall down on its face, does it? 

Mr. Saccro. That is true. In fact, that is the finding of various 
studies on this subject. 

Mr. Fuuron. Thank you. 

Chairman Morean. Mr. Pilcher. 

Mr. Pricuer. Yesterday Mr. Dillon agreed with Mr. Hays that 
economic assistance to underdeveloped areas was more important than 
military assistance. Do you concur? 

Mr. Saccro. I am sorry, sir, I wasn’t here. Was that the question 
and the answer? 

Mr. Piircuer. Do you agree that economic assistance to these 
underdeveloped countries is more important than military assistance? 

Mr. Saccto. I don’t know how you would split them. 

Mr. Pincuer. Just answer “yes” or “no.” 

Mr. Saccro. Well, I would rather direct myself to the question, 
itself. Whether I agree with somebody—— 

Mr. Pivcuer. I asked you do you think that military assistance 
is more important to these underdeveloped countries, or economic 
assistance ? 

Mr. Saccro. I think they are both essential. You can’t split this 


program. 
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Mr. Prircuer. You don’t concur with Mr. Dillon, then? 

Mr. Saccto. I would have to disagree, if that is the statement he 
made, because it seems to me that the military part of this program is 
just as important as the economic. 

Mr. Pitcuer. You have answered the question. Mr. Dillon says 
it is, and you say it is not. 

Mr. Saccro. I don’t know what Mr. Dillon said. If you ask me the 
question specifically, I think both parts of this program—— 

Mr. Pitcuer. I didn’t ask you about both parts. I asked you which 
one, if we had to cut out one or the other, which one do you think is 
more important; military assistance or economic assistance ? 

Mr. Saccro. If you say I have to lose an arm, I say all right, you 
take my left arm. But I don’t want to lose either one of them. 

Mr. Pricuer. You just refuse to answer, then. You won’t say which 
one in your opinion is the more important if we had to lose one or the 
other. 

Mr. O’Hara. He may take the fifth amendment. 

Mr. Saccto. I have just gotten through saying here that we are 
spending some $800 million in defense support in order to maintain—— 

Mr. HER. Don’t take up my time explaining. That is like your 
statement. It is just a pretty good high school essay. 

On page 21, and I quote, you nae “Since the turn of the century 
the average per capita income of the United States has risen from 
about $600 a year to about $2,500 a year.” 

Then you state that we can expect by 2000, or in the next 40 years, 
if the country can maintain its present rate of economic progress, the 
average income will be about two and one-half times what it is now, 
or something like $6,000 a year. 

Now, using the same yardstick, if our national debt increases in the 
same proportion, our dollar value declines in the same proportion, the 
cost of living increases every year in the same proportion, which will 
be worth the most by 2000: $6,000 a year or $2,500 a year? 

Mr. Saccro. I intended to give these figures, Mr. Pilcher, taking into 
account——— 

Mr. Piicuer. You have to use the same yardstick, the same economic 
progress in the future. 

Mr. Saccro. I mean in real wealth. The figures I have here are 
intended to say that when you had $600 back in 1900 and you have 
$2,500 now, there was an increase in real wealth to the people of the 
United States in services and commodities, and the same—— 

Mr. Pincuer. Using your yardstick, in 20 years—the dollar in 1939 
was worth one dollar. Today it is worth 48 cents, or it has declined 


‘about 2.6 percent per year. 


Well, in 40 years, the dollar, using your a will lack four- 
tenths of a cent of being worth anything at all. In other words, if you 
are going to use the same yardstick of our economic progress for the 
next 40 years as we have in the past 20 years, then a dollar will lack 
four-tenths of a cent of being worth anything at all. 
mene Mr. Saccio, what are the main agricultural commodities of 

orea 

Mr. Saccio. I think it is rice, sir. Two hundred thousand tons 
ready to be exported this year. 

Mr. Pircuer. What kind of farming equipment and things do the 
Koreans use in cultivating their rice crop? 
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Mr. Saccio. I am afraid I can’t answer that question. I don’t 
know these facts, sir. 

Mr. Prtcuer. We spent about $47 million on this nitrogen plant 
over there, and you can’t tote the nitrogen around in a bucket and put it 
on the crops. It has to be put out with high-priced aluminum equip- 
ment. Wouldn’t it have been much cheaper for the taxpayers in 
America to furnish Korea their fertilizer foes for years, until they 
learned how to use it and progressed far enough to use this kind of 
equipment, than to spend that much money on a big nitrogen plant 
in Korea? 

Mr. Saccio.. I think at the time we decided to go ahead with this 
plan, sir, it was our calculation it would save the U.S. taxpayers 
money if we went into an operation of this kind. 

Mr. Pitcuer. No, your first programing was a complete fertilizer 
plant at a cost of about $11 million. And some of the boys down 
there found out there wasn’t a phosphate mine within 5,000 miles of 
there, so they then had to switch it to a nitrogen plant. And what 
in high heaven, with those poor farmers not knowing how to use 
liquid nitrogen, can they do with that type of plant is more than I 
can understand. 

That is all, Mr. Chairman. 

Chairman Morcan. Mr. Bentley. 

Mr. Bentiery. Mr. Saccio, have you had brought to your attention 
the article in the recent issue of the Saturday wae Post by one 
of your distinguished predecessors ? 

Mr. Saccro. I have read it, sir. 

Mr. Benttey. It is a very fine article, Mr. Chairman, by Mr. John 
Hollister, containing a very hardheaded and realistic appraisal of 
the entire foreign aid program, with the advantage of the author 
having been on the inside as Mr. Hollister was for a period of time. 
I would commend it to members of the committee. 

As a matter of fact, Mr. Chairman, I am wondering if it would be 
appropriate to have it included at this point in the record. 

Chairman Morgan. How long is it? 

Mr. Benrtey. It is a lengthy article. Would that make a differ- 
ence? I don’t know how long it is. 

Mr. Saccro. Mr. Hollister might object to the expense. 

Yes, it is a good article, and I think you should really note the 
basic point. 

Mr. Benttey. If it may be included in the record, Mr. Chairman, 
I would appreciate it, but in any event I would strongly recommend 
it to the members of the committee. I think it gives praise where 
praise is due, and criticism where criticism is due. 

-Mr. Saccto. I agree, it is worth reading. 

Mr. Bentiey. Mr. Hollister points out there has been a tendency 
over the past several years to try to get rapid industrialization movin 
in certain countries before the country is ready to absorb rapi 
industrialization. 

’ Mr. Saccto. I would concur in the general principle that you should 
not attempt rapid industrialization in many of these countries. Pos- 
sibly the immediate problem is to do something that lies in the field 
of agriculture, or something similar to that. Industrialization is not 
a cure-all, for the development of these countries, and I think our 


people—— 








~~ Soe ete ACO i> A ok oe a ee ee a 


QO Aas 


—a 
—_ 








SY fe a Pee 


Ve Ww 


PaO ct Pre 'e 


»S- 
1d 
ot 
ur 





MUTUAL SECURITY ACT, 1959 261 


Mr. Benvriey. I can’t hear the witness, Mr. Chairman, 

Chairman Morean. May we have order, please. ; 

Mr. Saccro. And I think our people are truly cognizant of this fact 
and it is one of the principles under which we operate. We do not 
think that all you do is industrialize people. You have education 
and health problems, you have to take care of agricultural problems, 
all of which exist in these countries where there are ly 95 in- 
creases. There is plenty of land to use except that it might be closed 
by malaria or diseases of one kind or another. You don’t attack 
these problems just by one solution, you look at the entire problem of 
a country, and in some cases industrialization is not the answer. 

Mr. Brentiey. Mr. Hollister made the comment that he felt some- 
times our people in the field were inclined to get programs approved 
for the particular country in which they were stationed without regard 
to the overall situation. I recall at the very beginning of his article he 
made reference to a request of a certain Asiatic country for $1 million 
to build a Buddhist mission, a request not concurred in by the Ambas- 
sador to that country, and which Mr. Hollister vetoed when it came 
to his desk. 

Do you believe our people have that tendency at times? 

Mr. Saccro. I don’t doubt when a man is assigned to a particular’ 
country it is his job to find out all the facts to be known about the 
country, and he develops certain programs. We in Washington have 
to weigh these recommendations. Cen if a man working in a 
particular country feels we should undertake a certain project, that 
it would have a certain impact important to the position of the 
country, he is going to recommend it. But that doesn’t mean it gets 
by. There is review and sometimes people get mad because there are 
reviews in Washington. It takes time. 

Mr. Bentiey. I raise that question, sir, because early in your state- 
ment here, although I can’t put my finger on it at the moment, there 
was an indication that your people in the field had the final word 
on some of these things, and their judgment would have to be trusted 
in the final analysis. 

Did you not intend to convey that impression ? 

Mr. Saccio. If I did that is certainly in error. We certainly have 
to rely on the people in the field who know the nature of the problem, 
the factual situation. You can’t make judgments in Washington with- 
out knowing what the specific situation in the country itself is. Ob- 
viously here we have to look at the whole picture. We have to apply 
general policy, which a man in the country may not be familiar wit 
on an intimate basis. 

Mr. Bentiey. May I ask you later on for more specific comments 
on this. 

There is one question I would like to ask with reference to your 
statement on special assistance, at the bottom of page 7, with respect, 
to the economic situation in Bolivia, which you say remains a matter 
of serious concern. You refer to additional assistance to Bolivia in 
the immediately coming year. Does that mean in spite of recent 
developments in Bolivia, our economic program there has been in- 
creased ? 

Mr. Saccro. By additional assistance we mean continued assistance 
along the level that we have right now, but it does not mean that we 
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are going ahead unless we are satisfied that there will be an improve- 
ment there. 

Mr. Bentiey. I am glad to have that observation because you didn’t 
make any such statement—— 

Mr. Saccio. I realize the statement is subject to misinterpretation. 

Mr. Benttizy. There has been some serious criticism over the possi- 
ble effect or lack of effect of our economic program in Bolivia, and 
when I read this statement that additional assistance will be needed 
my immediate reaction was that we were willing to increase our pro- 
— there in spite of the possible bad results or lack of results that 
it had. 

You assure me that no such program is contemplated ? 

Mr. Saccro. That is correct. 

Mr. Bentiey. There is no increase in the program ¢ 

Mr. Saccro. No. It is pretty much—— 

Mr. Bentiey. And even the question of continuing the present pro- 

m will be subject to review in the light of everything that has 

appened there recently, plus the overall effects upon the Bolivian 

economy which you may or may not have had over the past several 
years. 

Mr. Saccro. That is right. 

Mr. Bentiey. That assurance is categorical. 

Mr. Saccio. It is. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Saccio, I wish I could have more confidence in 
the ICA than I have. In other sessions I have expressed the thought 
of many people in my district, and many Members of the Congress, 
that ICA is a closed corporation, and “f find in your statement not 
one word to meet that challenge. 

I wish you would furnish for the record a breakdown on the person- 
nel of ICA by States, and by groups, and I wish you would put in 
the record the background of those in charge of personnel so that I 
will have some way of measuring the validity of complaints that 
applicants from the Middle West are under a manifest disadvantage 
because ICA is excessively top heavy with personnel from some other 
sections of our Nation. 

You pointed out in your statement that ICA is one of the largest 
nonmilitary businesses in the world. I am sure you will agree with 
me that such a large business, supported by American taxpayers, 
should be run on democratic principles and the doors of its personnel 
department should be open to all qualified applicants. 

r. Saccio. Mr. O’Hara, one of the best lawyers who worked for 
me when I was general counsel came from Chicago, and he happened 
to be colored, too, if that makes any difference. 

Mr. O’Hara. Could they be exceptions to trim the show case? 

Mr. Saccto. I don’t know that they are exceptions from the accents 
I hear in the elevator. There are a lot of people from the Middle 
West, from California, and the South. I am willing to put some of 
this stuff in the record. I don’t know if I can give you information 
on race since we don’t go by race. 

Mr. O’Hara. Who is the Director of Personnel ? 

Mr. Saccro. A gentleman by the name of Hinderer is in charge of 
Personnel. 














= wr =e a oT eS tié‘P3S] crew cr ew Wt 


—s 


eee Ve 





MUTUAL SECURITY ACT, 1959 263 


Mr. O’Hara. Where does he come from ? 
Mr. Saccro. I don’t know where he comes from. He did a very 
ood job in India as our deputy director of mission there, and we put 
nim in charge here because we knew he had experience in the field 
he knew the [ye we had in personnel. e thought he had 
done a good job in India, and we put him in charge of personnel here. 

Mr. O’Hara. Do you run the personnel department as a large cor- 

ration runs its personnel department, having in mind getting the 

t qualified people regardless of political recommendation ? 

Mr. Saccro. I think we do. I don’t think it is a closed corporation. 
I think we run a fair system of personnel recruitment, that we try to 

t people on the basis of the kind of experience and technique and 

nowhow that we want. It isa tough job. We certainly don’t dis- 
criminate against people because they come from various parts of 
the country, or for their race. 

Mr. O'Hana. My reason for requesting a breakdown of ICA per- 
sonnel by States and groups was motivated by a desire to be fair in 
reaching my determination, fair both to ICA and those of my constit- 
uents who feel that the Midwest is inadequately represented. 

People living in Chicago tell me they have written to ICA and 
have not even had an acknowledgment of their letters. 

Mr. Saccro. If there are any cases of that kind I should like to 
know about it, because there is no question in my mind what my 
policy is. Anybody who applies gets a chance in our agency, and they 
get treated like people. 

Chairman Morean. The time of the gentleman from Illinois has 
expired. 

(The information requested is as follows :) 


DISTRIBUTION OF ICA OVERSEAS EMPLOYEES BY STATES OF U.S. LEGAL RESIDENCE 


As of January 31, 1959, ICA personnel records show 790 out of 3,926, or 
20 percent, of the overseas employees maintained their legal residence in the 13 
Midwestern States. For example, from the State of Illinois come 130 em- 
ployees, from Michigan 108, and from Ohio 99. Employees in ICA come from 
all of the 50 States. See attached table “ICA Overseas Employees by Legal 
Residence and Region.” 


BIOGRAPHIC DATA ON DIRECTOR OF PERSONNEL 


The following gives the personal history of Mr. Harry A. Hinderer who is 
the head of the personnel management program in ICA. 


Agency positions 

Appointed Assistant Deputy Director for Management (Personnel) on 
January 14, 1959. 

1957-59: Deputy Director, Technical Cooperation Mission to India, ICA. 

1956-57: Assistant Director for Administration, serving as Acting Mission 
Director from May to September 1957, Technical Cooperation Mission to India, 
ICA. 


Other experience 

1950-56: World Health Organization and Pan American Sanitary Bureau, 
Washington, D.C.; Director of Administration for both international organi- 
zations, involving frequent travel to Europe and Latin America: 

1950: U.S. Federal Security Agency, Public Health Service; Special Con- 
sultant on Management to the U.S. Surgeon General. 

1947-50: U.S. Department of State; Administrative Attaché, U.S. Embassy 
Nanking (2 years) and later, U.S. Embassy Madrid (1 year). 
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1945-47: U.S. Office of Price Administration, Washington, D.C.; executive 
officer for rationing for all of the United States, and later, Assistant to 
the Administrator. 

1943-45: Active duty, U.S. Army, infantry. 

1941-43: U.S. Office of Price Administration, Chicago, M.; supervising in- 
vestigator and later, executive assistant responsible for rationing in seven States. 

1936-41: U.S. Social Security Board (became part of Federal Security 
-Agency in 1939), Washington and Chicago; field auditor, 2 years and. audit 
supervisor, 3 years. 

1935-36: US Department of Agriculture, Soil Conservation Service; clerk. 

1932-35: Assistant in the maaagement of three family-owned stores dealing 
in general merchandise, including everything for and from the farmer. . 

Member: American Public Health Association and Foreign Service Associa- 
tion. 


Education 
1932: AB (social sciences), Illinois College, Jacksonville, Ill. 


Personal data 


Born February 1910 in Iuka, Ill. Wife: Bess Long; daughters: Anne E., born. 
September 1942 and Emily M., born May 1946. 


DIRECTOR'S OFFICE AND MISSION DIRECTORS 


Distribution by place of birth of 22 senior members of the Director’s Office in 
Washington and 58 mission directors and field representatives throughout the 
world shows that 9 of them are from the Southern States, 10 from the Western 
States, 31 from the Midwestern States, and 30 from the Eastern States. We do 
‘not discriminate against any geographical area. Weseek only the best qualified 
people available. 

EMPLOYMENT POLICY 


The employment policy of ICA is clearly stated in the attached brochure en- 
titled ‘America’s Helping Hand.” On page 9 under the caption “Their Personal 
Qualifications” is the following statement which is the basic criteria for all 
applicants for employment in ICA. 

“U.S. citizen * * * native born * * * or naturalized for at least 5 years. Se- 
lective service obligations have been met. Good health * * * of the employee 
and his family * * * adequate to pass a medical examination before going 
overseas. Good character * * * measuring up to the stringent requirements 
for representing America abroad. A_ pliable * * * sympathetic * * * and 
patient personality * * * the ability.to maintain creative and constructive rela- 
tionships with his American colleagues * * * and with the people of the host 
country. The ability * * * and willingness * * * to fulfill his primary re- 
sponsibility to train others in his knowledge and skills * * * to shun any im- 
pulse to go it alone in his professional work. Wife and children who are in- 
terested in * * * who look forward to * * * who can adapt to the experience 
and challenge of living abroad. Age suitability * * * considering the specific 
needs of ICA and the assignment location. The pattern * * * Advisers * * * 
to 60. Support specialists * * * 28 to 35. Interns * * * to 28. Consultants 
**s * to 65.”’ 

STATEMENT ON NONDISCRIMINATION 


Under Federal laws and regulations all agencies of the Federal Government 
are dedicated to a policy of nondiscrimination. Throughout ICA all candidates 
are considered on the basis of their qualifications and the needs of the service 
and no one is barred from employment because of race, color, religion, or place 
of origin. ICA does not maintain any records that indicate the distribution 
of personnel by race, color or creed and therefore cannot supply for the record 
any further detailed information. 
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All contraets signed by ICA with private concerns, educational institutions 
and land grant colleges contain a nondiscrimination clause with regard to em- 
ployment of personnel on ICA financed projects. 


RECRUITMENT ACTIVITIES IN THE MIDWEST 


In accordance with congréssional authorizations and appropriation of funds, 
ICA during the past 2 years has intensified its recruitment activities throughout 
the United States. This was necessary because lack of qualified candidates for 
overseas employment was adversely affecting the commitments made for techni- 
eal assistance. As of this time, ICA has 30 recruitment and home interview 
consultants employed on a WAB basis. Two of these consultants are head- 
quartered in Illinois and six others operate in the Midwestern States. In addi- 
tion, recruitment trips have been made to the Midwest by staff members to in- 
terest candidates with specialized experience and backgrounds in applying for 
positions with ICA. 

The recruiters have, during the past 6 months, contacted prospective candi- 
dates in Chicago, Evanston, and Urbana, Ill.; Detroit, Jackson, Ann Arbor, 
Lansing, and Saginaw, Mich.; Indianapolis and Greencastle, Ind.; in St. Paul 
and Minneapolis, Minn.; in Manhattan and Wichita, Kans.; in Columbus and 
Cincinnati, Ohio; Des Moines and Ames, Iowa; Lincoln, Nebr.; Madison, Wis. ; 
Huron and Brookings, S. Dak. ; and Fargo, N. Dak. 

In addition to the presence of the recruitment consultants in a specific city, 
advertisements are placed in the newspapers and trade journals advising people 
in the surrounding area of the types of positions and qualifications desired by 
ICA and inviting them to come for personal interviews or to.send their appli- 
cations to ICA, Washington, D.C. 

In the special field of public health recruitment ICA has worked closely with 
the Medical Bureau, Chicago, Ill. ; the Minnesota Public Health Association ; the 
American Public Health Association, St. Louis, Mo.; and the public health 
services and universities in Kansas, Missouri, Indiana, Iowa, Ohio, Michigan, 
and Illinois. The facilities of these institutions have been. utilized -to inform 
physicians, medical educators, epidemiologists, public health administrators and 
nursing educators of positions available overseas in ICA. 

For example, during the past 6 months we have had correspondence with 
the following number of candidates from the Midwest who are interested in 
public health type positions overseas : 











TON 6 ciiidinicetagintetinnne deus 27 | Minnesota —- 10 
i ane RS RIE EEN, SST BE 7 AE 12 | Missouri ~-___-_ 14 
og Se ei oe a id E E 22 | Kansas ~...--.-_ pail 13 
Maabigan « cccdunwndeenbcccnlidies 24 


ICA CONTRACTS 


Attached is a table of the number and dollar value of ICA contracts placed 
with firms, universities and individuals located in the 18 Midwestern States. 
As of January 31, 1959, ICA had a total of 710 active technical service contracts 
throughout the United States, of which 127, or 18 percent, are with contractors 
located in the Midwestern States. Although the contractor does not have to 
hire people from his home State, it is a good assumption that most of the per- 
sonnel of these contractors will come from the Midwestern States. 
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ICA overseas employees by legal residence and region as of Jan. 31, 1959 

















[Number of persons] 
Near ICA/W 
East Latin unas- 
Legal residence Total | Far East and America| Africa | Europe | signed 
South comple- 
Asia ment 
Lk RRR ES 3, 926 1, 206 1, 124 
NN 6 cits ce lativicen's=<on 32 15 6 
| Sar rey eee: 9 3 3 
RR a PR dd 56 18 15 
i EE ie Ee a 37 y 10 
er een ee 481 175 136 
I tin occactiseiewucaierde DE eicmnmadiglnnsaneste 
TR ES 73 15 23 
Connecticut.................... 52 14 17 
rare Ie ea al 3 
District of Columbia 93 28 21 
"<a: 93 33 21 
44 12 10 
Hawaii 23 i) 8 
SN iis ud dck omcidiesaniccisutesieduce a 33 5 12 
sii acai picatte Ril nia sciidecde kcal 130 45 31 
ER Ae eT ORG Rye ET 52 15 17 
SE IP er ee 38 16 9 
Sa aie iatdlibvee neue neaee 48 13 16 
TEAC DES 31 12 5 
Ts a a Sree 37 12 ll 
PIE Re AE 17 y 2 
SETS SE SE: 214 71 60 
Massachusetts... .....__......- 98 32 24 
SS SESS ee Lee ee 108 39 36 
acres AIR ART ee S " 18 
aha A SII EA SS 8 
Missourl SROs 0 Ry 208 SE 58 12 20 
ee EEE a ee ee ee 57 y 21 
a arenes 37 19 10 2 
er ian ice nine ieertad 20 1 12 1 3 
New Hampshire__.__.........- 19 4 7 2 1 
pg aan eee 92 31 27 6 5 
eg | SAR eS paeye 60 7 9 5 1 1 
og URGES 338 100 98 69 37 20 14 
North Carolina --_...........-- 53 21 16 8 4 3 1 
peeram ppemoee., .......2....-.-- 26 6 ll 6 eet Namie eas 2 
SE sede 99 42 25 15 i) 4 4 
ae 63 ll 14 19 13 1 5 
ei csitttls ccs gyesnciidy anions 63 16 19 17 7 1 3 
Pennsylvania. ..-..........--.- 177 58 58 31 21 2 7 
oS SS eee 20 - 10 6 Ol ci cncmssindank=ikdt Declebthno 
South Carolina...............-- 16 3 3 S RT are? Mier eee 
Semin akoes................... 21 8 6 2 3 1 1 
TR San AIRS alae SG 56 17 17 ll OD Wk Diet es a 4 
Re as ae 168 28 53 71 Ee 4 
De ties cdiis dad dbabUe! 32 7 9 9 Oba Aead:. 1 
SS ES ae eee 6 |) ewer ee 1 AL ey 1 
laa eS SE ae 236 82 67 44 24 10 9 
| REPORT Te, 97 33 33 16 4 4 2 
i. gg GR ERS Es a 39 8 16 8 Shep eusanesk 2 
a cat be han teh 46 S 15 ll 9 1 2 
oe 16 1 8 5 fy Rt, Sai 
3 AR ARES at 27 1 2 EE ss, ORE es See 
U.S. Tesritaries. 136524 inal 3 1 R ihiswaca een hsegdetcns heciebch des 1 
RE SR RES RST 81 39 19 14 6 2 1 


























Norte.—Data are based on special machine tabulation as of Jan. 31, 1959, which omitted certain categories 


of employees. 
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Midwestern contractors 
































Firms Universities Individuals Total by State 
Num- Num- Num- Num- 
ber of Dollar ber of Dollar ber o Dollar ber of Dollar 
con- value con- value con- value con- value 
tracts tracts tracts tracts 
eS 28 | $5, 906, 388 4 | $2, 048, 600 10 280 42 | $8,199, 268 
INGIAMB..... cccwoese 4 543, 502 9] 5,108,401 5 | 105,060 18 5, 756, 963 
SOE hicdiiccnanene 3 261, O88: 1... 2 2c cnc laccttbblagses 1 8, 000 4 249, 058 
| Fn aE ARIRC Rs ACY Pte 3 ah 2)| 1,307,340 1 35, 100 3 1, 432, 440 
Michigan.........- 2| 3,521,750 13 | 9,836,012 8 37, 991 23 | 13,395, 753 
Minnesota___...... 2 | 25, 956, 760 2) 4,305, 600 1 Q) 5 | 30, 262, 360 
Missouri---.-.....- 2 1,079, 686 2:4) - A Ri pacabaclvscesbbece 5 2, 744, 716 
Neb "NEY TORE, RETESET ae} 2 | 3) 194, 000 }.. 3. safe. 2 2, 124, 599 
Nosth Daknota......|.. .oscenelnesaplocesss 1 oo than ACE Bote: ¢ 1 (1) 
NNO. Gh cp sconces Q 773, 367 ce | tg eee SETS 14 3, 388, 834 
| eee, See ve Se ee 2 | 6,768, 520 1 12, 500 3 6, 781, 020 
FP Read bake singh Gerd Beat, 1 (1) 1 23, 500 2 23, 500 
iabeatinhike. 3 7, 251 2 1, 459, 838 j..-.....-]---.....-- 5 1, 467, 089 
Total.....<.. 53 | 38, 029, 762 46 | 37, 329, 407 28 | 466,431 2127 | 3 75,825, 600 











1 Open-end contracts. 

3 24 of these are open-end contracts for which no dollar value is available as contractor performs services 
as requirements develop under work assignments. 

§ Value of 103 contracts, 


Chairman Morgan. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Saccio, how much are we going to get in future presentations 
on the training and recruitment pro that ICA has, the procedures 
pat which a man goes, the different types of training? Is this 
a _— 

Mr. Saccto. No, this is not all. This is a general statement, and 
we will have ready for you, sir, a presentation on the amounts of 
money we spent, and what we spent it for, and the training involved. 

Mr. Corrin. Regardin defense support—we will have more de- 
tailed presentations of each country’s defense support needs? 

Mr. Saccio. Definitely. Country by country. The books contain 
the information, and we will have regional witnesses who are fully 
familiar with the details in each country. 

Mr. Corrin. Thirdly, how far advanced are the plans on the Office 
of Private Enterprise} 

Mr. Saccto. These plans have been in existence for about 3 months. 
Mr. Arnold was appointed last, week to head it. He is now in active 
operation. His main job will be to determine as to a number of 
specific countries, what sort of a plan would be put into effect. So 
to all intents and purposes we are starting now, but we have a good 
start. 

Mr. Corrtn. I take it from your testimony that you could use part 
of the funds to give to private enterprise either abroad or U.S. private 
enterprise who abroad ; is that correct ? 

Mr. Sacco. American and indigenous, as well as others, yes. 

Mr. Corrtn. Is this money available in grant form as well as the 
loan form? Could this be given to a company ¢ 

Mr. Saccro. We are not entirely sure just how we are going to 
develop this incentive. That is why we are putting it out as more of 
a pilot operation than a definitive program. 

Mr. Conan When I asked about the plans I wondered how far 
you could carry them. What is the extent to which you have carried 
your plans out? 

38361—59—pt. 1——18 
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Mr. Saccro. As far as the program itself, as distinguished from 
the administrative setup and the $5 million I have mentioned is 
concerned, this has to be worked out now, and in the next year, so 
our plans are not very definitive as yet. We have ideas which we 
want to pursue. 

Mr. Corrtn. In this context does ICA have a position on a program 
such as the Boggs bill, H. R. 5? Would you welcome this as a sup- 
plement to what you are doing ? 

Mr. Saccro. Oh, definitely, yes. 

Mr. Corrin. You would Silcoine it? 

Mr. Saccro. Not commenting on the specific sections, but it has 
been our thought for a long time that we have to have some sort of 
incentive. The figures themselves show it. There is something over 
$30 billion of American money overseas in private investment, and 
less than 10 percent of this is in the underdeveloped areas of Africa 
and Asia. Of this 10 percent, fully half is in petroleum. 

Mr. Corrin. Will you take the position, or will your Department, 
in the course of hearings on the H.R. 5? 

Mr. Saccio. There will be an exeeutive branch position and I think 
it is already indicated to be quite favorable. I don’t know that ICA, 
» such, would do it, but the State Department certainly would do 
that. 

Mr. Corrrn. In this pending legislation, you are going to ask for, 
under special assistance, $5 million for this fund. During the comin 
year, fiscal 1960, you will be working out the details, but you wi 
also be obligating and spending this money ? 

Mr. Saccro. That is true. 

Mr. Corrtn. I think Congress would be very interested in knowing, 
before it gives a stamp-of approval, just what.kind of check and bal- 
ance is proposed if moneys are to be distributed at the discretion of 
the head of the Private Enterprise Office. 

Mr. Saccio. It wouldn’t be entirely subject to his discretion. He 
would be reporting to the Director, and would have to be workin 
with other parts of the agency, but we will give you testimony in detail 
on this at a later time. 

Mr. Corrtn. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Farbstein. 

Mr. Farsstern. Mr. Saccio, I favor this program, and I deplore 
as I think you deplore the errors that have crept in, the waste and 
those things that are used by some to discredit the program. 

I also see here that you think that you have put into effect a much 
more effective method of —— analysis, and review in the 
various programs. Have you 

Now, have you ever thought of an internal watchdog committee? 
Has anybody in your organization ever thought of an internal watch- 
dog committee? Do you know what I mean when I use the word 
“watchdog” ¢ 

Mr. Saccro. Yes. 

We haven’t pao of it in those terms. We do have definite 
checks throughout the agency. For instance, our evaluation groups 


that go out to the missions. 

Mr. Farestrin. But that has nothing to do with definition of the 
word “watchdog” in thé sense that you and I understand it, and I 
believe you understand exactly what I mean. 
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Mr. Saccto. I do, yes. SINC 

Mr. Farpstetn. May I suggest to you, and to the organization, that 
you establish such a watchdog committee within ICA so there will be 
a center for complaints of any kind, nature, and description coming 
from whoever wants to send them in, at the same time creating a body 
that can make spot checks, so that there will be less of a likelihood of 
errors and waste creeping in and the ICA being subject to the criti- 


.cisms that are now leveled at the organization. 


Mr. Saccro. Well, I should certainly like to give consideration to 
that. There are elements that—— 

Mr. Farsste1n. That is all I ask. If you will read the testimony, 
I didn’t say I wanted you at this moment to say that you were going 
to do it, because I appreciate it may be a new phase of your work. 
Nevertheless I suggest that you give it serious consideration. 

That is all I have. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Saccio, I am.a supporter of the program, and I believe that 
the American public should be given a clear, honest picture of what 
we are accomplishing, and what our purpose is, and that is the only 
basis on which we can lay the foundation of a good program like this 
to help the outside ser 

On page 26 you gave us a very happy piece of information, that is 
that there has been an improvement in the economic life of Taiwan. 
Weare glad to hear that and you should tell the American people that, 
but would you also put in the record at this place how inch. Kenatiban 
money has gone to Taiwan since the end of the last war, and how many 
people live in Taiwan; so we can find out how much per capita the 
United States spent, and what effect it has produced ? 

Mr. Saccro. Very well. 

Mr. Saunp. Also we have given large aid to South Korea, Vietnam, 
and to Pakistan. Would you please sbe put a statement in the record 
as to how much the economic health of the people in those countries 
has been raised. "What was the amount of contribution in each country, 
and what is the population? 

I know in South Vietnam we gave in 1957 $250 million. A country 
with a population of 12 million people. Twenty dollars in one year 


‘per man, woman, and child. 


_ (The information requested is as follows :) 


EcoNOMIC ASSISTANCE/POPULATION 





Cumulative 
obligations, 
MSP economic 
Country assistance, Population 
through (in million) 


(thousands of 
dollars) 





Ph ovindnn td Je ccviawibiocauaddvsidsetadesetuavdbbctiséeceddéotsaudewas 1, 028, 646 

1, 432, 069 
962, 323 
395, 289 
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! Starting dates for cumulative figures: Taiwan, 1948; Korea, 1952; Vietnam, 1955; Pakistan, 1952, 
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IMPROVED ECONOMIC HEALTH 
Taiwan 


Notwithstanding the heavy military demands on Taiwan's limited resources, 
marked gains have been achieved in production and living standards. 
Since 1952 when the first phase of rehabilitation of war-damaged production 
facilities was completed, there have been substantial increases in production—80 
percent in industry, 28 percent in agriculture, 80 percent in electric power, 90 
percent in cotton cloth, and 40 percent in fertilizers. 

The expanding economy has been able to support increases through 1958 of 
30 percent in population and about 25 percent in living standards without an 
increase in economic aid. Relative price stability has been achieved, with the 
wholesale price index rising only about 2 percent in 1958, compared with 90 per- 
cent in 1950. Government revenues at constant prices rose 80 percent in the 
period 1952-57, while export earnings increased 40 percent. 

In November 1958 the GRC took the construction step of eliminating its mul- 
tiple exchange rate structure and adopting a unitary rate at a more realistic 
level in relation to the U.S. dollar. 


Korea 


With massive external aid, Korea has succeeded in substantially restoring 
its war-damaged facilities and has begun to expand productive capacity. Se- 
verely damaged transportation, communication facilities and industrial plants 
have been rebuilt and modernized. A strong military establishment has been de 
veloped and maintained, and significant progress made in strengthening the in- 
stitutional structure and government services needed to foster economic develop- 
ment. After years of rampant inflation, when wholesale prices advanced from 
20 to 270 percent a_year and money supply increased up to 150 percent in a year, 
relative financial stability was achieved by the end of 1957 and. continued in 1958. 

In 1958, per capita agricultural production was 11 percent above the 1952-54 
level, although far below the 1934-38 average. Output of marine products, which 
account for about half of the animal protein in the Korean diet, was 60 percent 
above the 1954 level but was still below prewar. Industrial production also has 
increased from the low level of the early postwar years. Electric power genera- 
tion has almost doubled since 1955; coal production has almost tripled; and 
cement production has increased fourfold. 


Vietnam 

With substantial U.S. assistance, Vietnam has been able to organize 
and train armed forces which have succeeded in maintaining a reasonable degree 
of internal security, and to resettle and integrate into productive activity more 
than 600,000 civilian refugees from the north. At the same time, initial steps 
have been taken toward economic recovery and growth, without incurring serious 
inflation or sacrificing the present standard of living. Since 1954, rice produc- 
tion has increased by one-third but is still below prewar. During the same period, 
rubber production has increased by more than 10 percent, and is now almost 40 
percent above prewar. Rehabilitation and modernization of vital transportation 
and communication facilities are proceeding at an accelerated rate. 

A land reform program designed to effect a major redistribution of agricultural 
land is progressing satisfactorily. A new national agricultural credit agency 
and an industrial development center, designed to assist small private enterprise, 
are now functioning. 


Pakistan 


The Pakistan economy, supported by external aid, has succeeded in 
maintaining or barely increasing per capita income. As against the obstacles it 
faces and the million-plus annual increase in population, this in itself is a signi- 
ficant achievement. While the steady growth of the industrial sector has been 
slowed by the shortages of imported raw materials and equipment, there is a 
foundation for future progress in several light manufacturing industries. The 
essential problem in Pakistan is developing human resources. This is far more 
difficult than exploiting material resources. Dramatic progress is not likely in 
the next 5 years. Rather the best that can be expected is some perceptible signs 
of consistent advance in some areas—whether qualitative or quantitative. 


Mr. Saunp. When I was in Vietnam a man came to me and said be- 


cause of impartiality shown to merchants in the town of Saigon, he 
was being ruined. He said if he wanted to buy an American motor he 
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has to pay, I think $70, but if his neighbor wanted to buy it he could 
buy it be $12, because his neighbor was in with the officialdom and he 
could get a certificate where the rate of exchange was so much different 
from the prevailing rate of exchange. 

I would like the information for the record. 

Mr. Saccio, I am not criticizing you. I think every member of the 
committee knows that I lay more emphasis upon winning the hearts 
and minds of those teeming millions in southeast Asia and Africa, be- 
cause I do know that we do not have enough money to supply military 
equipment, or to equip those countries to a point where the leaders 
cou keep their people on our side in a military way. I don’t think 
we have enough money to build their economy—we can help them if 
they want to help themselves. 

So with that thought in mind, I ask you these questions. If the 
economic condition of those people has recently improved, and we can 
expect them to be our friends, glory be to any program that we have 
initiated or are carrying on. 

When I was in Vietnam I had to have not only a chauffeur but an 
armed guard in the automobile. And so this was the case with every 
American traveling in Vietnam. Certainly we were not popular. 

In May 1957 the people of Taipei raided the American Embassy, 
they burned the American flag, and destroyed records. That was done 
in broad daylight, and continued for hours. When I was in Taipei 
I asked the Ambassador and other American officials did they have 
an explanation for that? I-did not receive any satisfactory Nat f 

Do you think that the feeling toward the Americans is more friendly 
today than it was in 1957—and I am taking an extreme case. 

I know that people cannot be incited to go over and raid embassies 
like that unless there is something festering in their minds and souls. 
I did that when I was in India. I belonged to a family that was 
benefiting from British rule in India, and yet I was the most ardent 
nationalist there was. There was something else those people wanted 
besides what we are giving. Unless we win the hearts and minds 
of those people we are not getting very far. 

Mr. Saccio, I am for this program, and I am going to support it— 
the economic help—anything we can give. I don’t expect 100 percent 
good results, but whatever you can do to put the right personnel into 
that I will be in favor of and let us win the hearts and minds of the 
people in those countries. That is more important than anything else. 

r. Saccio. Thank you, sir. 

Chairman Moraan. Mr. Zablocki. 

Mr. Zasiocsr. Thank you, Mr. Chairman. 

Mr. Saccio, on page 20 of your text there is a statement at: the 
bottom of that page regarding the improvement in the rate of allot- 
ment of ICA funds. An improvement of more than 100 percent. 

Mr. Saccto. Yes, sir. 

Mr. Zaetockt. But there is no reference as to whether these funds 
are actually used or are just lying around as obligations. As you 
will recall, our subcommittee was critical of the fact that large sums 
of money in the past were marked as obligated but nothing much 
happened after that. 

Gan you bring us up to date on projects that our subcommittee 
criticized ? 
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For example, what happened to the Ganges Kobadek project, the 
Pakistan grain storage project, and the Chittagong Hill projects? 
Mr. Saccto. Our statement here is in connection with the overall 


system. For the fiscal year 1959 and 1960 program our situation 


improved. There were cases where allotments were not sent out 
into the field until late in the fiscal year. The burden was on the mis- 
sion director to go ahead and do something on the program he had 
Soya rere to Washington in the last few months of, the fiscal year. 

e would obligate funds with the idea that he had his plans laid 
out, without the necessary time for detailed negotiations with the 
country in carrying out the project. 

What I am saying here is, by this system once we get the submis- 
sion from the mission, once we find out how much Congress is going 
to let us have—that comes in August or September—2 months of the 
fiscal year are already over—by this system we can pretty quickly 
tell the mission that they now have approval to go Bi 

For instance, this year we approved practically all the technical 
cooperation program in August, which was unprecedented in our 
agency. 

Slow this sort of improvement means that the man in the field them 
has the time actually to go into the implementation before he signs 
the project agreement which creates the obligation. 

Now we don’t say that this is going to solve all our problems. 
Obviously, some of these projects that you have mentioned have been 
delayed in implementation and here you just need special attention 
and direction to those projects. You obviously can’t abandon them. 
bie ust have to carry them out. 

r. Zaptocki. Mr. Saccio, since you have prepared for the com- 
mittee not only the percent of improvement and the allotment of 
funds by ICA, but also the allotments, could you submit allotments 
and the obligation of funds for the records? They are not one and 
the same, of course. 

Mr. Saccto. That is true, but here on page 21 we point out the 
improvement on the obligations. At the end of 6 months we had 38 
paneees of our fund obligated, against 25 percent the previous year. 

at is another indication of consistency in operations, which is an 
important element in getting these jobs done. 

Mr. Zasxockt. It would be helpful to the committee at this point 
if you would put the improvement amount in-dollars. You say 38 
percent in contrast to 25 percent. 

Mr. Saccro. Well, there is the true comparison. How much out 
of the money that you have available have you put to work? The 
amounts involved are $313 million obligations as of December 31, 
1958, and $487 million as of December 31, 1959. 

Mr. Zastocki. Now, specifically with regard to the projects our 
committee was concerned about: Has ICA made any progress in 
getting these older projects moving forward—this you admit is a 
general statement. 

Mr. Saccto. I realize that. 


We are giving specific attention to projects. We are receiving a, 


a ae from the missions as a result of the interim report of this 
subcommittee on all projects outstanding. We want to know where 
they stand, where they haven’t been implemented. This is being done 
right now. 
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Mr. Zasxockt. Surely someone in ICA should be in a position to 
supply the committee with the rate of improvement made since 
representatives of ICA have last been before the subcommittee ? 

Mr. Saccro. We will certainly tell you exactly what we have been 
doing. I don’t know that you can have your. improvement that 
immediately, but we will show you what we have done so far since 
the report has been issued. 

Mr. Zasiocki. Can. you bring us up to date as to the situation in 
Laos? I asked this similar question of Under Secretary Dillon, but 
I repeat it to you, “The improvement of the situation in Laos par- 
ticularly in regard to a more realistic exchange rate.” 

Mr. Saccto. Well, we have done quite a bit since last July in this 
field. As you probably know, we withheld aid until—— 

Mr. Zasiockt. Can you spell out for the committee just how you 
tackled this program which we were given to understand was an al- 
most imuponeibik task when it was brought to your attention last. year? 

Mr. Saccro. Well, I think if you take into account what factors we 
were dealing with in the country itself, and how we tried to meet them, 
we can judge the improvement that has come about since last time 
we were before this committee. 

As you recall, there were Communist elements in the Government. 
There was a question about the-security of the two northern prov- 
inces of Laos, there was a difficulty related to the foreign exchange, 
a new Government going into office which we considered much more 
favorable than the previous one, and the need for the United States 
to back them. 

This new Government particularly has a good sound core of youn 
people who are working to try to resolve the economic problems o 
the country. They have requested our backing and they want it over 
the long term because they have a tough job ahead of them. 

We can’t give long-term promises, but we can be of help on an 
annual basis and point to our record over 10 years in the mutual se- 
curity program in helping other people. 

Now the report is that the currency reform that we have put into 
effect seems to be working well. It is not over the hump yet. The 
men, themselves, in the Government are doing a better job, and we 
have a western-oriented government backing their own position as 
an independent country at this time. 

Mr. LocKI. This is a particular subject I shall pursue in execu- 
tive session because I am anxious to know just how you were able 
to obtain the reform. 

Mr. Saccro. Well, we seca Dr. Moyer has come back recently 
from a trip to Laos and I am sure when he appears before your com- 
mittee he can give you—— 

Mr. Zasiocki. One more question, if I may. 

You have seen the Associated Press atte in this morning’s paper 
where a former ICA officer in Laos was accused of certain things. 
Was ICA aware of these charges ? 

Mr. Saccto. We were aware of the charges and we were investigat- 
ing them. We investigated the Universal Construction Co. We had 
an auditor out there this past summer. He got back in October and 
before the ink was dry a cable went out stopping all payments to the 
company. 
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Mr. Zastockt. Was there any good reason ICA: had for not bring- 
ing this matter to the attention of the Foreign Affairs Subcommittee 
during the review of the mutual security program hearings held last 
winter? Why didn’t you advise the subcommittee of this matter? 

Mr. Saccio. These were charges and accusations. Presumably we 
could have told you about our investigation in this case and any num- 
ber of cases. 

Mr. Zastockt. Don’t you believe that would strengthen our confi- 
dence in the ICA, if you had confided to us rather than to have some 
other subcommittee of the Congress ferret this out by investigation ? 
It makes our hearings and review look as if we were just pussyfooting. 

Mr. Saccro. Well, I think the relationship of our agency with your 
committee is close, but should be closer on all of these things that we 
have to face in the administration of the program and perhaps we 
made a mistake in not advising you that this was a case that we were 
investigating. 

Mr. Zastockt. Is it the policy of ICA not to tell anything that you 
can avoid telling to a committee of the House of Representatives? 

Mr. Saccto. As a matter of fact, there haven’t been any final find- 
ings in any of these cases. 

mean in this case, before that subcommittee, a former ICA person 
admitted that he had accepted gifts. We did not have that informa- 
tion. We had been investigating and had not succeeded in gettin 
evidence that this man had accepted gifts. The subcommittee had. 
But we hadn’t come to any conclusion that there had been malfeas- 
ance or wrongdoing at any point in the past. 

Mr. Zastocki. That shouldn’t prevent your advising the committee 
in order to better inform the committee. Has a finding been made? 

Mr. Saccto. No finding has been made. This man just testified— 
he finally admitted that he had received these gifts and we are taking 
further action with the Department of Justice on the matter. 

Mr. Zasiockt. How about the charge that a firm had been black- 
listed by ICA for its efforts to clean up the Laotian program. How 
much truth is there in that statement ? 

Mr. Saccro. Well, I am sure the person hasn’t been blacklisted. I 
know that the officer of this corporation has told us of things that he 
suspected and that we had an investigation made, but his job was 
actually in the area where we had our greatest difficulty, in the gov- 
ernment itself. He was supposed to try to get some form of improved 
public administration operating in the Government of Laos and ob- 
viously he came up against a Tot of things which were the sort of 
things we were trying to correct. 

But I don’t think he was blacklisted because he came back and 
told us about this. 

Mr. Zastockt. Mr. Saccio, you will agree that this article is really 
quite Garnsiging 

Mr. Saccto. It is. 

Mr. Zastocki. You will agree further that those who are sympa- 
thetic to this program ought to be told the facts ? 

Mr. Saccro. I do. 

Mr. Zasxockt. I hope that will be the case in the future. 

Chairman Morean. Mr. Fulton. 
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Mr. Fuuron. I would like to ask you several questions on Israel. 
It has concerned me that the amounts going to Israel are receivin 
cuts under these mutual security programs, and they are being move 
over from grant assistance to purely loan programs. We realize there 
is already in the U.S. surplus agricultural products programs abroad, 
under Public Law 480, $62,208,000 worth of U.S.-owned Israeli 
pounds in local currency to our credit that is now being used for 
economic development loans. 

Likewise, I realize that under the U.S. Development Loan Fund 
there is a $15 million item and a $5 million item for Israel, totaling 
$20 million. 

However, I would like to point out to you that Israel, on the current 
fiscal year 1960 proposed programs for defense support and special 
assistance, is left out completely. That is, Israel is not going to re- 
ceive any defense support, or any special assistance. As a matter of 
fact, in the defense support proposed for fiscal year 1960, there is 
$835 million for 12 countries, of which countries in that area are 
Spain, Greece, Turkey, Iran, Pakistan, as well as East Pakistan. 

Israel is in a situation where it is being pressed militarily and 
economically and with the upsets there have been in that area recently 
it is a little bit hard for me to understand why they are, as a people 
who have been so loyal to us, being left out of both of these programs. 

Likewise, could I point out to you that there is a proposal for special 
assistance for the coming year 1960. This is $272 million going to 
14 countries plus Somalia and West Berlin. This also includes pro- 
grams in Bolivia and Haiti. Programs are proposed for Yugoslavia, 
Afghanistan, Libya, Tunisia, Sudan, Ethiopia, Somalia, Morocco, 
and I am particularly interested to note that Jordan is included. 

I strongly favor Torta being included because she is right next 
door to Israel and it would seem to me if it is necessary that Jordan 
be included, likewise, Israel itself should be included. 

I wish that a further study would be made of these two matters 
because I would like to submit an amendment to include Israel in 
each of the defense support and special assistance proposed programs 
for fiscal year 1960. 

Then likewise I am interested in the Palestine refugee program and 
also in the Israel refugee program. I would like to have put in the 
record at this point what is the proposal to help each of these two 
refugee programs during fiscal year 1960, either by counterpart or by 
our own U.S. funds, and our Public Law 480 funds. 

I believe we should have that to see what we are contributing pos- 
sibly indirectly through the U.N. toward this type of program. 

(The following information has been supplied for the record :) 

United States is providing substantial aid to Israel directed to programs which 
will support Israel’s efforts to develop economically. In this context over the 
years U.S. grant aid has decreased while aid in the form of surplus agricultural 
commodities and development loans increased. Proposals under the mutual 
security program for fiscal year 1960 or for utilization of Public Law 480 local 
currencies are not directed to the immigrant problem. Israel has utilized other 
external resources for more specific purposes, including direct aid to new im- 
migrants. The gradually increasing tempo and resultant level of economic 
development does indirectly contribute to Israel’s ability to integrate immi- 
grants into the total economy. 


With respect to the Palestine refugees, while seeking resolution of the basic 
problem, we have recognized a moral obligation to continue to provide for relief, 
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and, insofar as feasible, for rehabilitation, recognizing the fact that these refu- 
gees are not, under present circumstances, being integrated into any economy. 
U.S. contributions in the past and for fiscal year 1960 are therefore made through 
UNRWA. The executive branch is requesting $25 million in new funds for 
contribution to the relief and rehabilitation for Palestine refugees for fiscal 
year 1960. This assistance will be pledged to UNRWA subject to the under- 
standing that actual contributions will constitute no more than 70 percent of 
total contributions from all international governmental sources. In this context 
it has not been possible to provide directly for such relief from Public Law 480, 
although it is anticipated.that as much as 4 million pounds of powdered milk 
will be donated to UNRWA through UNICEF. Additionally, UNRWA continues 
to make some of its flour purchases in the United States. There are no counter- 
part funds which might be utilized to assist in the relief of Palestine refugees. 

Mr. Fuuron. May I finish on this subject by saying that I am one 
of the persons who served, on the subcommittee for displaced persons 
and refugees originally, prior to the displaced persons act of May 2. 
I know what a good job Israel is doing in taking refugees from many 
of the areas of Europe and saving people who otherwise would be 
executed or at best be put into ghettos. 

I notice likewise there is no special assistance, defense support, 
arms or military aid of any kind for a little country that has stood 
up for a long time now, many months, against Communist China, 
and that is the country of Tibet. 

First, are we doing anything for them or are we just sitting on our 
hands and letting these poor people take the brunt of it? 

I can’t see why the ited Sabin, when it gets so interested in 
West Berlin and is willing.to stand pat. on. principle, does not at least 
supply the patriots of Tibet with food, small arms, or show some con- 
cern, other than a pious statement or two that it is too bad these poor 
people got caught because they are putting up such a wonderful fight. 

There are people in the areas surrounding Tibet who know what 
hardy people these are. 

I feel any place in the periphery where there is trouble, and people 
pone agai stood up for us, they should get some attention, even if it is 
small. 

As a matter of fact, I am one of those who would have made air- 
plane drops to Hungary regardless of whether it was going to be 
successful or not. 

You are on the economic side and I would ask you if anything is 
being done by way of furnishing food to the beleaguered people of 
Tibet and why could we not do something in the way of an airlift, 
even if it is not arms? 

You see, unless the U.S. does something in the East that is just as 
strong on principle, as we were willing to do in the West, possibly it 
makes it look as if we do it when they are our type people and then 
we don’t do it if they are too far away even though they just as firmly 
stand up as do our closer allies. 

That is all. Thank you, Mr. Chairman. 

(The following memorandum has been supplied for insertion in 
the record :) 


The United States, of course, sympathizes deeply with the plight of the Tibetan 
people in their struggle to preserve their freedom in the face of Chinese Com- 
munist attempts to suppress it. On March 26 Acting Secretary Herter issued a 
public statement expressing our sense of shock at the happenings in Tibet. On 
March 28 the Department of State released another statement denouncing 
Peiping’s action in overthrowing the established government of Tibet and taking 











te 


ad 





MUTUAL SECURITY ACT, 1959 277 


up arms against the Tibetan people. However, it is, of course, extremely difficult 
for the United States to offer the Tibetans anything but moral support. Tibet 
is one of the most remote and inaccessible regions in the world. The only 
practicable route of access is through India, and any attempt to supply the 
Tibetans would fail without Indian cooperation. However, India is understand- 
ably anxious not to become embroiled with its powerful Communist neighbor 
to the north. 

So far as assistance in the form of food is concerned, there is no reason to 
believe that the Tibetans need food at the present time. Should it later become 
apparent that they do, or if other forms of aid are needed for refugees who may 
emerge from Tibet, the United States will, of course, offer to do all it appro- 
priately can in cooperation with the Indian Government to render effective 
assistance. 

Chairman Morgan. Dr. Judd, any questions? 

Mr. Futton. Would you comment on that for me? 

Mr. Saccro. On the last? On Tibet ? 

Mr. Furron. Yes, and a restudy of Israel and I have given you 
notice of amendments. 

Mr. Saccio. We will have testimony here on the subject of Israel. 
I think I should say here at least, however, as you pointed out, the 
program in Israel is not in this area, but under Public Law 480 and 
the Development Loan Fund. The objective of the entire MSP is 
that when a country gets going on its own feet, we terminate the 
grant part of the program and assist them with the Development Loan 
Fund and surplus agricultural products. 

Mr. Futron. It is pretty hard to tell countries that are in a better 
financial situation and longer and more established and under less 
pressures than Israel that they can get defense support and special 
assistance, when a country right next to Israel is getting it. 

‘Mr. Saccro. You have to make hard decisions in this business be- 
cause you just haven’t got the resources. 

Of course, we would be happy to help them, but they are doing a 
good job themselves with the help we are giving them. 

Mr. Furron. Would you then object to the country, Israel, bein 
put under these two provisions so that in the future during 1960 fiscal 
year, if they need it, they can get it, and you will have the opportunity 
to give it to them ? 

Would you object to such an amendment ? 

Mr. Saccio. No amendment is necessary. If there is a country that 
needs aid, we have authority under our contingency fund or transfer 
authority, to help a country that is in distress at a particular time. 

Mr. Futon. Vou would not object to their being put specifically 
under the provisions providing for defense support and special 
assistance ¢ 

Mr. Saccro. I would object to making any specific statement about 
a specific country. I think this is unwise to put this in the legislation. 

Mr. Futron. But simply cover them in as a country that will get 
aid under these two provisions for fiscal 1960? 

Mr. Saccro. As far as general eligibility is concerned, they are 
covered either in special assistance or in defense support if the situa- 
tion arises where they need the kind of assistance that we should give 
them. But at least at the present time we have no program for Israel 
out of these funds. We have the Development Loan Fund and the 
Public Law 480 surplus agricultural fund which we think are quite 
helpful and in many ways, as we have said time and time again, it 
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has to be taken into account before getting into the grant aid program 
when we are setting up your programs. : 

Mr. Foxton. In order not to take further time, would you attempt 
to put in the record the justification for each of these countries getting 
isdn support and special assistance and show the distinction as to 
why Israel in regard to that particular country should not get it? 
Give us the reasons. 

That is all. 

(The information requested is as follows:) 


ISRAEL 


As is shown in detail in the worldwide summary statements presented to the 
Congress in support of the mutual security program requests for fiscal year 1960, 
defense support is that ecenomic assistance which is required, in addition to mili- 
tary assistance, in order to secure a specific contribution to the common defense by 
another country in which U.S. military aid is helping to support significant mili- 
tary forces. Special assistance is economic aid designed to maintain or promote 
political or economic stability in countries in which U.S. support is essential to 
continued independence or identification with the free world and to support 
economic growth where, for political and economic reasons, the use of the De- 
velopment Loan Fund would be inappropriate. The United States supplies such 
assistance in cases where it is not possible to attain U.S. objectives through 
alternative means. 

The U.S. program objective in Israel is to assist Israel in achieving the maxi- 
mum degree of economic independence possible by 1963, when German reparations 
will end, German restitutions will be reduced to a fraction of the present level 
and when net income from international borrowing will be considerably reduced 
because of the necessity for servicing present international debts. Israel re- 
ceives annually, on current account, some $145 to $165 million in institutional 
and personal remittances and German restitution payments, in addition to capital 
account transfers of more than $70 million of German reparations, which finances 
capital goods imports, and net capital inflow of $38 to $45 million from bond sales. 
Thus, a major portion of Israel’s current and capital imports are and will con- 
tinue to be met from these external sources. Moreover, Israel has access to the 
Development Loan Fund for the financing of projects which will further the 
economic development of the country. DLF loans amounted to $15 million in 
fiscal year 1958 and a loan commitment of $5 million additional has already been 
authorized in fiscal year 1959. 

An important consideration in Israel’s drive toward economic independence is 
its inability to provide its own food requirements from domestic production—a 
problem which, it appears, Israel will not be able to solve in the predictable 
future. In recent years, the gradually reduced assistance to Israel under the 
mutual security program has been in the form of agricultural commodities under 
section 402. In addition, very much larger amounts of agricultural commodities 
are being supplied under Public Law 480. 

In arriving at the estimated Public Law 480 program for fiscal year 1960, 
Israel’s reported annual requirements of agricultural commodities were examined 
carefully and adjusted to allow for the maintenance of adequate stocks. Average 
commercial imports of these commodities in earlier years from the United States 
and other friendly countries were taken into account. Discussions between the 
United States and other suppliers, principally Canada, as to reasonable market 
requirements resulted in our conclusion that normal marketing expectations have 
been moderated to the point where they could now be met by Israel without 
special help. The remainder is the current estimated need for sales to Israel of 
agricultural surpluses for local currency under Public Law 480; adequate access 
to Public Law 480 is assumed to continue. 

In view of the present possibility for meeting Israel’s requirements for these 
commodities adequately under Public Law 480 without recourse to special assist- 
ance, no special assistance is proposed. In the light of other external assistance 
currently available and the estimate that adequate resources of food will be made 
available under Public Law 480, it is believed that the proposed provision and 
assistance will be adequate to meet Israel’s requirements. 
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This conclusion stems from three basic factors: the magnitude of assistance 
to Israel from non-U.S. resources ; the ability of the United States to meet Israel’s 
most pressing needs without recourse to special assistance ; and, most important, 
Israel’s remarkable response to the challenges which it has faced. The situation 
of Israel will, of course, be kept under constant scrutiny. Should the Israeli 
economic situation materially worsen, the decision with respect to forms of 
assistance would have to be reconsidered in the light of total resources available. 
The proposed contingency fund would be available to provide resources to enable 
the extension of assistance to Israel. 

Consideration will also be given to the request made by Mr. Fulton that the 
needs of the new Government of Cyprus be subjected to careful analysis and that 
possible requests for assistance by that Government be given attention. Such 
assistance, if it should prove to be desirable and necessary, could also have its 
origin in the contingency fund. 


Chairman Morgan. Dr. Judd. 

Mr. Jupp. One more point on the investment guaranties. You said 
$400 million worth has now been issued. What is the amount out- 
—t at the present time 

_ Poca e will give you the exact amount. I think it is 
“wae $350 million. 

Mr. Jupp. Your total authorization is $500 million? 

Mr. Sacco. Yes. 

Mr. Jupp. You are asking for an increase? 

Mr. Saccro. To $1 billion. 

Chairman Morean. Thank you very much, Mr. Saccio. 

The committee stands adjourned until April . A 

(Whereupon, at 1:15 p.m., the committee adjourned, to reconvene 
Tuesday, April 7, 1959.) 
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